


TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


THURSDAY, FEBRUARY 21, 1952 
Unirep STaTEs SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2:45 p. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Harley M. Kilgore (chairman of the sub- 
committee) presiding, 
Present: Senators Kilgore, Ecton, and Saltonstall. 


TREASURY DEPARTMENT 
BuREAU OF THE PuBLIC DEBT 


STATEMENTS OF E. L. KILBY, COMMISSIONER; D. M. MERRITT, 
ASSISTANT COMMISSIONER; R. A. HEFFELFINGER, DEPUTY 
COMMISSIONER; H. B. COLE, BUDGET OFFICER; R. E. OBERG, 
ASSISTANT BUDGET OFFICER; VERNON L. CLARK, NATIONAL 
DIRECTOR; MERRILL L. PREDMORE, ACTING DIRECTOR OF 
SALES OPERATIONS; BILL McDONALD, EXECUTIVE OFFICER; 
AND BERNARD KRIXTEIN, BUDGET OFFICER 


BUDGET ESTIMATES 


Senator Kitgorr. Gentlemen, the committee will please come to 
order. This afternoon we will consider the 1953 budget estimates 
for the Bureau of the Public Debt. Their request is for $55,300,000 
as compared to $50,500,000 appropriated for 1952, or an increase of 
$4,800,000. I would also like to have the record show the summary 
appropriation statements and certain justifications filed in support of 
the 1953 estimates. 

(The justifications referred to are as follows:) 
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ADMINISTERING THE Pustic Dest, BuREAU oF THE PuBLIC Dest STANDARD 
CLASSIFICATION SCHEDULE 





| 
| Increase (+) 
Appropriation! Apprepriation decrease (—) 


estimate, estimate, 1953 estimate 
1952 | 1953 over 1952 
estimate 
| 
Total number permanent positions | 5, 362 | 5, 523 +161 
Full-time equivalent all other positions | 35 | 5 | —30 
Average number of all employees 4, 887 | 5, 119 | +232 
o —_ | 
ORJECT OF EXPENDITURE 
| 
Personal services | 
Departmental: | 
Net permanent $13, 491,964 | $15,493,553 | +$2, 001, 589 





| 
Part-time and temporary 39, 403 | 13, 785 





| 25, 618 
Regular pay in excess of 52-week base 51,357 | 58, 888 | +7, 531 
Payment above basic rates 2, 802 | 1, 980 —822 
Total departmental | 13,585,526 | 15, 568, 206 +1, 982, 680 
Field: | 
Net permanent 3,353,752 | 3, 880, 965 | +527, 213 
Part-time and temporary 93, 198 15, 187 | —78, 011 
Regular pay in excess of 52-week base 10, 856 14,171 | +3, 315 
Payment above basic rates 1, 953 | 1, 930 | —23 
Total field 3, 459, 759 3, 912, 253 | +452, 494 
. | = . 
Total personal services 17, 045, 285 19, 480, 459 | +2, 435, 174 
Travel 428, 710 420,911 | —7, 799 
Transportation 163, 427 165, 266 | +1) 839 
Communication services 163, 528 | 163, 403 | —125 
Rents and utility services 746, 515 | 712, 182 | —34, 333 
Printing and reproduction 3, 041, 633 3, 542, 935 | +501, 302 
Other contractual services 24,713,614 | 25, 802, 446 | +1, O88, 832 
Supplies and materials 489, 050 548, 677 | +-59, 627 
Equipment 118, 140 47, 859 | —70, 281 
Taxes and assessments 27, 098 | 27, 862 | +764 
Transfer to Post Office Department 3, 563, 000 4, 388, 000 | +825, 000 
Total appropriation or estimate ' 50, 500, 000 55, 300, 000 +4, 800, 000 
Excludes anticipated supplemental of $617,000 for authorized pay increases, 
Analysis of appropriation base for fiscal year 1953 
tegular appropriation, 1952 act ..---- $50, 000, 000 


Supplemental appropriation for 1952 omen ee 500, 000 


STAN RE RN oo kn ke ei ean 1 50, 500, 000 


Reductions: 
1. Issuance, servicing, and retirement of savings 


bonds $414, 101 
2. Issuance, servicing, and retirement of other 

Treasury securities 342, 902 
3. Verification and destruction of unfit United 

States currency : 28, 819 
1. Maintenance and audit of public debt ac- 

counts 9, 529 
5. Promotion of the sale of savings bonds 205, 433 
6. Executive direction 32, 484 








FU Sik eo a lat cal aN at —l, 


033, 268 





Does not include anticipated supplemental of $617,000 for authorized pay increases. 
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Analysis of appropriation base for fiscal year 1958—Continued 


Additions: 
1. Issuance, servicing, and retirement of savings 
bonds $1, 382, 741 
2. Issuance, servicing, and retirement of other 
Treasury securities 344, 117 
3. Verification and destruction of unfit United 
States currency 62, 389 
1. Maintenance and audit of public debt ac- 
counts 89, 161 
5. Promotion of the sale of savings bonds 340, 064 
6. Executive direction 46, 528 
2, 265, 000 
Adjustment in base (net om ae ania Sky Oly Oe 
Appropriation base for 1953 51, 731, 732 
Increase over appropriation base for 1953 3, 568, 268 
Appropriation estimate for 1953 55, 300, 000 
Increase from total appropriation, 1952 + 4, 800, 000 


Comparison of appropriation base with appropriation estimate for 19538 


Appropriation base | Appropriation esti- Rciieninn ox Geeneada 


for 1953 mate for 1953 
Activity 
Activity A ver- A ver- A ver- 
age age we . 
posi- Amount posi- Amount posi- Amount 
tions tions tions 
1. Issuance, servicing, and retirement of 
savings bonds 2, 579. 5 |$37, 509, 264 (2, 986.1 |$41, 148, 773 406. 6 $3, 549, 509 
2. Issuance, servicing, and retirement of 
other Treasury securities 865. 0 6, 407, 506 865. 0 6, 407, 506 
3. Verification and destruction of unfit 
United States currency 180. 5 697, 931 186.8 716, 690 6.3 18, 759 
4. Maintenance and audit of public debt 
accounts 237. 5 973, 280 237.5 973, 280 
». Promotion of the sale of savings bonds 748. 0 5, 476, 939 748. 0 5, 476, 939 
6. Executive direction 95. 9 576, 812 95.9 576, 812 
Increase over appropriation base 4,706.4 | 51,731,732 (5,119.3 | 55, 300, 000 412.9 3, 568, 268 
Adjustment in base (net) , +180.8 |—1, 231, 732 —180.8 | +1, 231, 732 
Total, appropriation 1952, and ap- 
propriation estimate for 1953 4,887.2 | 50, 500,000 (5,119.3 | 55, 300, 000 232. 1 4, 800, 000 


EXPLANATION OF ESTIMATE BY ACTIVITY 
1. Issuance, servicing, and retirement of savings bonds (increase $3,549,509) 

The volume of work to be performed under this activity stems primarily from 
the sale and redemption of savings bonds. Our estimates are predicated on the 
contemplated sale and redemption of particular numbers of bonds, and servicing 
the pieces outstanding as required. The workload base cannot be controlled by 
the Bureau of the Public Debt, but is dependent on the sales, service, and redemp- 
tion functions we are called upon to perform. Bonds must be printed and dis- 
tributed, and issue records established. Upon redemption of the bonds, the 
paying agents must be reimbursed and retirements recorded. Other phases of 
the activity include replacing lost, stolen, or destroyed bonds; issuing semiannual 
interest checks on series G bonds; issuing and retiring savings stamps: and pro 
viding safekeeping facilities in the Federal Reserve banks 
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Activity No. 1.—Summary by objective class 


Appropriation| Estimate, 





Object base, 1953 1953 Increase 
Personal services Meine : rtekase $9, 067,835 | $10,310, 405 $1, 242, 570 
Travel ibe d : si sndes &, 194 Celi 2cscu ; 
Transportation of things. __--.__- | 72, 509 76, 409 3, 900 
Communication services... ._- | 49, 301 A Oe dndidcanne 
Rents and utility services........____-____- roniinscecal 559, 202 626, 972 67, 770 
Printing and reproduction: | 


, 874, 699 2, 326, 448 45), 749 
| 


Engraving and printing : pile iia dianaiastoe oe 1 

Other s : aa oan cee 105, 518 155, 718 50, 200 
Other contractual services. __- Si aati a akin itaiecn Sead | 23, 354 23, 354 eae 
Services of other agencies. 89, 144 89, 144 |____. 
Supplies and materials | 375, 158 | 436, 4\4 61, 256 
Equipment ; ; eee 7 24, 338 24, 338 
Taxes and assessments ; a 15, 512 | 17, O76 as 1, 564 
Federal Reserve bank reimbursements. oben ; 21, 254, 500 22, 617, 000 1, 362, 500 
Post Office transfer. ___—.- acheiet ae : 4, OSO, 000 | 4, 388, 000 | 308, 000 

Activity total._____- PRT REE =  WE. ehe | 37, 599, 264 | 41, 148,7 57) 3, 549, 509 
' 


Personal services.—The increase of $1,242,570 represents the utilization of 
406.6 average positions to function estimated increased security transactions, 
consisting of 5,000,000 additional pieces to be issued and approximately 15,000,000 
additional pieces to be retired. 

Engraving and printing.—The Bureau of Engraving and Printing furnishes the 
bonds, savings stamps, and interest checks required under this activity on an 
actual cost reimbursement basis. In 1952, 79,652,000 savings bonds will be 
required for delivery, of which 7,200,000 will be taken from work in process, paid 
from 1951 funds. In 1953, 90,523,700 pieces will be required for delivery, an 
increase of 18,071,700 over 1952 orders, the increase in cost amounting to $447,491, 
based on unit costs develaped by the Bureau of Engraving and Printing. In 
addition, increased quantities of savings stamps and interest checks will require 

$4,258. 

Federal Reserve bank reimbursements —The Federal Reserve banks and branches 
are reimbursed from this appropriation for services performed in the custody of 
unissued stocks of United States savings bonds, the shipment of stocks to issuing 
agents, the processing of registration stubs subsequently received, the processing 
of spoiled bonds, and the maintenance of issuing agents’ accounts. Original 
issues are also made by the banks as well as the functioning of reissues and replace- 
ments, and listings of bonds issued by serial numbers are prepared for the Bureau 
of the Public Debt. Safekeeping facilities in the banks are made available to the 
publie for savings bonds without charge. 

As to the retirement of United States savings bonds, the banks maintain paying 
agents’ accounts, process all bonds retired either through the paying agents or 
presented directly to the banks, and mechanically prepare listings of serial numbers 
of redeemed bonds by denomination for the Bureau of the Publie Debt. The 
banks are reimbursed for fees paid to qualified paying agents at the rate of 15 
cents each for the first 1,000 bonds redeemed in a calendar quarter and 10 cents 
for each additional bond over 1,000 in the same quarter. 

An increase of $314,500 is requested for services performed by the banks, and 
$1,048,000 for paying agents’ fees. These increased costs are due solely to the 
estimated increase in savings bond transactions to be handled through the banks. 

Transfer to the Post Office Department.—United States savings bonds and stamps 
are sold through the facilities of the Post Office Department and bonds are also 
certified for payment prior to redemntion. The quantities, and unit costs devel- 
oped by that Department, are reflected in the following table, which indicates 
increased requirements of $308,000: 
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Actual, Estimate, Estimate, 
1951 1942 1953 
Bond sales: 
Pieces 5. 977, 239 6, 195, 000 6. 350, 000 
Unit cost $0. 506 &0. 506 
lotal cost $3, 136, 000 $3, 214, 300 
Stamp sales: 
Pieces 64, 057, 356 &O, O00, 000 100, 000, 000 
Unit cost_- $0. O115 $0. O115 
Total cost ‘ $923, 400 $1, 154, 200 
Bond certifications 
Pieces 393, 344 360, 000 346, 000 
Unit cost $0. 0572 $0. O63 
Total cost $20, 600 $19, 500 
Total transfer $3. 734. 000 24. O80. 000 24 288 100 


Summary of savings bonds transactions 


1951 1952 19 
Issues 
Sales 
Series | (4, 685, O7F 79, 000, 000 R4 000. 000 
Series F and G 817, 627 1, 2900, 000 1, 200, 000 
Total sales 65, 503, 603 80), 200, O00 85, 200. 090 
Other issues (claims, re ues, exchanges, et 9 628. 444 2 O00, O00 2 G00, 000 
otal issues 68, 132, 047 83, 100, O00 SS, 100, O00 
Retirements 
Redemptions, series A to } 
Prior to maturity 82 261, O78 73. 000. 000 72, 009, 000 
Matured 2 S71. O80 11. 000. 00 27, 000, 0900 
Total S45. 133, 908 &4.. 009, 000 19. 000.0 
Redemptions, series F and G e 1, 032, 299 1.000.090 1.090. 000 
lotal redemptions RA, 166, 207 85. 000. 009 100. 000. 000 
Other retirements (claims, reissues, spoils, ete 4,355,472 1 700.000 $, S00. O00 
lotal retirements O), 521, 679 RO. 700. O00 104. 800. 000 
> 


a Issuance, servicing, and retirement o} othe r Treasu { securities 

For the purpose of estimating the program for ‘Treasury securities other than 
savings bonds, it has been assumed that maturing securities, or those called for 
retirement prior to maturity, will be replaced with other securities in like quan- 
tities during 1952. The sharp increase in original issues estimated for 1952 
over the actual experience of 1951 is attributable chiefly to the larger number of 
securities maturing or subject to call during such vear. The original issue work- 
load for 19538 has been projected at the same level as for 1952, since it may be 
assumed that financing requirements will necessitate the issue of securities to 
approximately the same extent. A decrease is reflected in redemption opera- 
tions, since the last series of Armed Forces leave bonds mature in fiscal 1952, 
and the number of pieces of other issues to be redeemed is expected to be less 
than in 1952. 
Issues and retirements 


1951 1952 1953 


Issues | 
Original issue : | 981, 612 2, 302, 000 | 2, 302, 000 
Exchanges, claims, etc... ‘ : 1, 252, 102 1, 084, 000 1, 084, 000 
Total issues_-. 2, 233, 714 3, 386, 000 3, 386, 000 

Retirements: | 
Redemptions. } 2, 593, 638 | 2, 933, 000 | 2, 221, 000 
Exchanges, claims, etc 1, 307, 957 | 884, 000 884, 000 


Total retirements : | 3, 901, 595 3,817, 000 | 3, 105, 000 
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Activity No. 2 


Summary by objective class 








ee Appropriation Estimate 
ha | base 1953 1953 
silicide ia a a ea ca Same 
Personal services. . - ; ; eee ; schesdevbeseaa $3, 211, 282 $3, 211, 232 
Travel hs | 3, 620 | 3, 620 
Transportation of ‘things &, 507 | 8, 507 
Communication services ; = } 18, 858 18, 858 
Rents and utility services. _.......................- | 59, 490 | 59, 490 
Printing and reproduction: 
Engraving and printing... __- : ‘ ; ; 426,913 | 426, 913 
Other 28, 591 | 28, 501 
Other contractual services - ; cae ; é 8, 957 3, 957 
Services performed by other r agencies - | 207, 239 207, 239 
Supplies and materials _ - : 25, 858 | 25, 858 
Equipment bad : - 14,205 14, 205 
Taxes and assessments i ec | 2, 036 | 2, 036 
Federal Reserve bank reimbursements ones | 2, 397,000 | 2, 397, 000 
Activity totals. _- ee ees 6, 407, 506 | 6, 407, 506 


3. Verification and cestruction of unfit United States currency (increase $18,759) 

United States ¢: rrenev in circulation is sorted by the Federal Reserve banks. 
The currency determined as unfit for further circulation is cut in half lengthwise, 
and packaged in straps of 100 pieces, 40 straps to a bundle. The upper halves 
of the notes are sent to the Office of the Treasurer and the lower halves to this 
Bureau which performs the audit. The Office of the Treasurer verifies only those 
bundles in which discrepancies have been found in the lower halves. 


Redeemed currency program 


| 
On hand start | 


| of year Received Verified 

| { 
ee ee SESS swixdcten by 84,772,000 | 1, 102,104,000 | 1, 129, 328, 000 
1952 estimate _______- : ceed 57, 548,000 | 1, 452,000,000 | — 1, 264, 000, 000 
1953 estimate 2 Buses | 245, 548,000 | 1,510, 400,000 | 1, 500, 000, 000 


' 


Redeemed currency receipts of 1,102,104,000 pieces during the fiscal year 1951 
were subnormal due to certain security measures. In 1952, however, they are 
anticipated to continue the upward trends prevailing during previous vears. In 
1948 a total of 1,189,892,000 pieces were received. In 1949 receipts were 
1,286,060,000 pieces, and in 1950 they totaled 1,334,536,000 pieces. 


any No. 8—Summary by objective class 





| Appropria- | y.,; ; 
Object | tion base, | rain, , Increase 

| 1953 F 
Personal services _.__. Gudliis. icihscenvendh Tienat $004,615 | $623, 274 | $18, 659 
Travel , 7 Tues te weeps dea tala 10 | Fi Seo cinca pepe baie 
Transportation of things 7 = ; vie enenh Oana ame 3, 508 | 3, CO8 100 
Communication services. __-_---- ; ba cen sees eames Lom 712 | FAD His dads pdde eaten 
Rents and utility services Rea inka eeeee 55 ts. opaectndsehn 
Printing and reproduction 7 bance Saeiennd~ enna] 2, 163 | Re Fosikcsicucndves 
Other contractual services i eldah eae cesses 336 Rees 
Services performed by other agencies a Reon ost 81, 875 | i eee cee a 
Supplies and materials a eee Pech es ceeaoe 3, 827 3, 827 Setanta 
Equipment Potacneaaed seve anykaseebuouan a 177 | Oe bai a wati 
‘Taxes and assessme nts “ Farce eerie fase 503 | 503 ihe 

Activity total Repeats tie ie Rte tig sleet cate aa | 697, 931 | 716, ve00 | 18,759 

g 


4. Maintenance and audit of public debt accounts 


This activity is conducted by the Division of Public Debt Accounts and Audit. 
in the Washington and Chicago offices of the Bureau. It maintains administrative 
control accounts over all security transactions with which the Burean of the Public 
Debt is charged and over related transactions conducted by the Treasurer of the 
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United States and by the Federal Reserve banks acting as fiscal agents for the 
United States. It also makes administrative audits of transactions so conducted 
and the securities involved. It conducts a continuous audit of work in process 
in the Bureau of Engraving and Printing, audits of currency stocks, cash balances 
in the several divisions of the Treasurer’s Office, collateral securities held in trust 
by the Treasurer, and other audits as assigned. Control accounts are also main- 
tained over engraved plates used by the Bureau of Engraving and Printing, and 
an audit of the plates is made annually. 


Activity No. 4.—Summary by objective class 


Object a | Estimate 1953 

Personal services $946, 97¥ $946, 979 
Travel . 559 | 559 
Transportation of things _-- : 213 | 213 
Communication services iat iol : 4, 609 | 4, 609 
Rents and utility services 853 | 853 
Printing and reproduction LZ 8, 949 | 8, 049 
Other contractual services 1, 787 1, 787 
Services performed by other agencies ; : $12 512 
Supplies and materials ne } 5, 414 5, 414 
F quipment ; ‘ 2,910 | 2, 910 
Taxes and assessments : | 495 | 495 

Activity total wane ° | 973, 280 | 973, 280 


5. Promotion of the sale of savings bonds 

The United States Savings Bonds Division is responsible for promoting the sale 
of United States defense bonds and stamps to the public. 

During the fiscal year 1953 the program of the Savings Bonds Division will 
have a twofold sales aim: (1) to get more people to buy Defense bonds; and (2) 
to encourage established buyers to hold maturing E bonds for an additional 10- 
year period. 

l. Getting more purchasers.—Special emphasis will be given to the popular and 
successful payroll savings plan. At the beginning of the fiscal year 1952 there 
were approximately 6,000,000 persons buying Defense bonds regularly under this 
plan. With a continuous intensified promotion program reaching its peak during 
the fiscal year 1953, it is expected that there will be upward of 11,000,000 persons 
saving through this method by June 30, 1953. This type of bond buying by 
wage and salary earners is especially effective in curbing inflationary pressures. 
Since defense spending will undoubtedly be reaching extremely high levels during 
the fiscal year 1953, it is important that every effort be put forth to enroll as many 
wage and salary earners on the payroll savings plan as possible. With a high 
rate of labor turn-over during the defense mobilization period it will take con- 
tinuous well-planned promotion programs to get new savers signed up and main- 
tain the number of workers already buying. 

In addition to payroll savings promotion, the United States Savings Bonds 
Division will have carefully planned promotions to reach the farm and com- 
munity markets with effective appeals for regular planned savings. The Division 
will endeavor to increase the number of bond-a-month purchasers among the 
self-employed and professional groups from approximately 300,000 at the begin- 
ning of the fiscal year 1952 to over 1,500,000 during the fiscal year 1953. It will 
also have as its objective an increase of nearly 2,000,000 in the number of farmers 
buying Defense bonds regularly. Local organizations, banks and other institu- 
tions will be mobilized so that no segment of the population will be overlooked in 
this selling effort. 

2. Encouraging established buyers to hold maturing E bonds.—E bonds totaling 
$4,582,000,000 will mature during the fiscal year 1953. During the 5 year period 
beginning with 1952, E bonds will mature in the amount of $21,574,000,000. 

How many of these maturing bonds will be cashed in and how many will be 
automatically extended will depend on how effectively the renewal sales message 
explaining the advantages of extending matured series E bonds is conveyed to 
the holders of these bonds. In order to keep this message before the millions of 
bond holders, it is the plan of the Treasury to fully utilize all publicity and adver- 
tising media as well as the 3,000,000 volunteer workers engaged in the Defense 
bond program. 
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Bond sales by fiscal years (at issue price in thousand of dollars) 





Fiscal year 


1941-45! 
1946 
1947 
1948 
1949 
1950 
1951 


UNE. <.. bc Rube ila aee ish bce 





| 
SeriesE | 


Series F | 





| | 
SeriesG | 


$35, 373,752 | $2,740,886 | $10,720,038 | $48, 834, 675 
6, 738, 877 | 407,205 | 2,465,436 | 9,611, 608 
4, 287, 339 | 359,665 | 2,560,752} 7, 207, 757 
4.026, 051 | 301, 185 1,907,440 | 6, 234. 676 
4, 278, 470 | 472,570 | 2,389,951 | 77,140,991 
3,992,871 | 231.327 | 1,448,530} 5,672,727 


3, 272, 109 | 


61, 969, 469 


1 Sales of series E, F, and G bonds commenced May 1, 1941. 
2 Savings bonds sales during fiscal year 1949 included $1,126,000,000 series F and G bonds sold during the 
“special offering’’ to certain institutional investors (July 1-15, 1948), when the $100,000 annual limit on these 
series was raised to $1,900,000 for certain classes of investors. 
§ Savings bonds sales during the fiscal year 1951 included $929,550,000 series F and G bonds sold during the 
“special offering’’ to certain institutional investors, as follows: $621,457,000, Oct 2-10, 1950; $131,252,000, 
Nov. 1-10, 1950; and $176,841,000, Dec. 1-11, 1950. 


Activity No. 


4, 860, 425 | 


347, 497 1, 523, 296 35, 142, 902 


23, 015, 443 89, 845, 336 


5—Summary by objective class 


| Appropriation 


Object | base, 1953 | Estimate, 1953 

é . = a pecmenteeneaeiine 

Personal services | $3, 845, 219 | $3, 845, 219 
Travel 400, 128 | 400, 128 
Transportation of things 76, 513 | 76, 513 
Communication services | 88, 617 88, 617 
Rents and utility services ‘ | 16, 707 16, 707 
Printing and reproduction 591, 393 591, 393 
Other contractual services . 379, 188 379, 188 
Supplies and materials g 67, 636 | 67, 636 
Equipment 4,102 | 4, 102 
Taxes and assessments 2 7, 436 7, 436 
Activity totals : Mes icin ha Seas leaps ie a 5, 476, 939 | 5, 476, 939 


| 


6. Executive direction 

This activity includes the staff of the Commissioner of the Public Debt. per- 
forming over-all administration of the Bureau activities: preparing documents 
incident to new offerings to the public; directing the handling of subscriptions 
and allotments of securities issued; and the establishment of policies and the 
maintenance of supervision over the operations of the Bureau. Also ineluded 
are the services of the technical staff which prepares material needed by the 
Secretary in the field of Federal governmental financing and the management 
of the public debt. 


Activity No. 6. 


Summary by objective class 


| Appropriation 


Object base 1933. .~—«|:-~Estimate 1953 

Personal services Lt ; $543, 350 | $543, 350 
Travel 5 &, 250 | &, 250 
Transportation of things , webs 16 16 
Communication services_----- : binetatatate 1, 306 | 1, 306 
Rents and utility services 8,105 | 8.105 
Printing and reproduction 2, 760 | 2, 760 
Other contractual services 7 1,022 1, 022 
Services performed by other agencies_ - 7 - 32 32 
Supplies and materials- . - - ; bind 9, 528 | 9, 528 
Equipment ; : 2, 127 | 2, 127 
Taxes and assessments eae : ieiaiedestales wlieiad emaebae ted | 316 | 316 

Activity totals a a ec a 576, 812 | 576, 812 
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STATEMENT BY CHAIRMAN 


Senator Kitcorr. Now to save time I think it would help if we just 
inserted in the record at this point the prepared statement submitted 
to the House by the Commissioner, Mr. Kilby, and by the National 
Director of the Savings Bonds Division, Mr. Clark, and then ask that 
each high light their contents and add anything pertinent to their 
operating programs. 

Gentlemen, may I say that all I am trying to do is, shall we say, 
expedite the hearing, because while you may not believe it an inserted 
statement will be read and will be considered the same as if it were 
delivered verbatim. But ov the other hand we have to ask questions 
to get the high lights which add more to the thing after it is read. 

My thought was that possibly we might save your time and my 
time by inserting those at this point. Now if you do not want to do 
so | am not going to urge you, but I just thought we might save some 
time if we did that and then that you just te I] us the various reasons 
for the increase and also answer our questions about what has been 
accomplished with relations to savings and everything else because the 
sole purpose of these hearings is to give us first, something on which we 
can mark up the bill, and second, something on the floor which we can 
defend our decisions in the mark-up with. 

I thought possibly you might, inasmuch as you appeared before the 
House committee and your testimony is there recorded, you might 
just let us put in your prepared statements and go ahead and tell us 
the high lights and the critical points in the program. It is up to you. 

Senator Ecron. Mr. Kilby, may I ask, did you give this same state- 
ment before the House Appropriations Committee? 

Mr. Kitsy. Yes, Senator Ecton. This statement was inserted in 
the House hearings exactly as it appears here, and the brief summariza- 
tion that I would like to give, as the chairman indicates, will save time 
and will result in just a brief summary. 

Senator Ecron. We will be happy to place this statement in our 
record and let you go ahead and high light it in any manner you wish. 

Mr. Kirpy. Would you prefer that I do that now, or shall I wait 
for the chairman? 

Senator Ecron. He indicated that it would be all right to go ahead. 

(The statements referred to are as follows:) 


PREPARED STATEMENT OF E. L. Kitsy, ComMMIssIONER OF THE PUBLIC DERT 


Mr. Chairman, it is a pleasure to appear before this subcommittee to discuss 
with you once again our appropriation requirements under the title ‘Administering 
he Publie Debt.’’ There have been no changes in the functions performed under 
this title, and our estimates are based on the continued performance of responsi- 
bilities stemming principally from the issuance, servicing and retirement of the 
public debt. The funds required to finance our program depend primarily upon 
the number of securities purchased and redeemed and the volume of service trans- 
actions which we must process. 

The Bureau of the Public Debt is charged with the conduct of all transactions 
in the outstanding publie debt of the United States. Following a decision on a 
financing operation by the Secretary of the Treasury, we prepare the necessary 
legal and operating documents, handle subscriptions, establish records of the issue, 
maintain interest accounts and make periodic payments by check of interest on 
registered securities; conduct authorized transactions in securities; afford relief 
in instances of lost, stolen, or destroyed securities on the basis of proper evidence; 
and maintain records of securities retired either on authorized transactions or by 
redemption. In the discharge of many of these responsibilities, the facilities of 
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the Federal Reserve banks and their branches, and the Post Office Department, 
are utilized on an actual cost basis. In addition, there are about 21,000 other 
qualified agents throughout the country who issue savings bonds without any 
reimbursement for this service, and about 16,000 qualified agents who pay savings 
bonds on a fee basis. Since the Federal Reserve banks and branches are located 
in 36 principal cities throughout the country, the use of their facilities affords 
investors in Government securities a convenient and prompt service. Savings 
bonds and stamps are sold at post offices throughout the country. In addition to 
its security functions, this Bureau also audits and destroys redeemed currency. 

The Bureau of the Public Debt maintains two principal offices, one in Wash- 
ington and the other in Chicago. The Washington office, in addition to the 
over-all administration of the Bureau, is charged with the conduct of transactions 
in eonnection with all public debt securities other than savings bonds. The 
operations of the Chicago office are confined to the various transactions arising 
in connection with savings bonds after issue. This latter office is augmented 
by three regional offices located at New York, Cincinnati, and Chicago, which 
audit all redeemed savings bonds. 

Included with the Bureau of the Public Debt under this appropriation estimate 
are the United States Savings Bonds Division and the Treasury’s technical staff. 
The functions of the United States Savings Bonds Division are confined to 
promotion of the sale of savings bonds. Those of the technical staff consist of the 
development of material and analyses required by the Secretary in weighing 
various courses of action in the fields of Federal financing and public debt manage- 
ment. 

PROGRAM 


For the fiscal year 1953 we are requesting an appropriation of $55,300,000, 
an increase of $4,800,000 above the $50,500,000 presently available for the current 
fiscal year. This increase is required primarily because of the pay increases last 
fall and an estimated increase in the number of United States savings bonds and 
stamps to be issued and redeemed. 

As vou know, we have very little control over the size of the principal workload 
processed under our appropriation, which is the purchase and redemption of 
savings bonds. We must handle these transactions and render such other service 
of the outstanding debt as may properly be requested. We do, of course, have 
control work methods, and are alive to the necessity of performing operations 
efficiently, economically, and with the maximum utilization of available man- 
power. Organized programs are conducted in the Bureau on a continuing basis 
to insure the accomplishment of these objectives. 

Public Law 12, approved March 26, 1951, authorized the Secretary of the 
Treasury to offer to owners of matured series E savings bonds the option of re- 
taining the matured bonds for a further 10-vear period, and continuing to earn 
interest on them. From the limited experience, of the first few months, which 
covers only a small volume of maturities, it is now thought that about sixty per- 
cent of these matured bonds will be retained by their owners, thereby making it 
unnecessary at this time for us to perform the various work tasks incident to 
their retirement. There will be, of course, many owners who will desire cash 
payment at or before maturity, and we are estimating that about 40 percent of the 
maturing bonds will be presented for redemption during the fiscal year 19538. On 
that basis, there will be an increase in savings bond retirements of all kinds of ap- 
proximately 15 million pieces, from 90 million in 1952 to 105 million in 1953. 
Were it not for Public Law 12, our workload in 1953 would have been much 
heavier, but through its operation millions of redemptions will be deferred to later 
years. 

An increase in savings bond issues is also estimated for 1953. The estimate is 
83 million pieces for the current year and 88 million for 1953, an increase of 5 
million pieces. The Department has intensified its efforts to promote the sale 
of savings bonds and stamps, with particular emphasis on increasing participation 
in the payroll savings plan. A gradual increase is expected as more employers 
adopt the plan and their employees are enabled to buy bonds through payroll 
deductions. 

The only increase requested for 1953, other than that for the issuance, servicing 
and retirement of savings bonds, is a small one for the audit of redeemed currency. 
The electronic counters I told you about last year have been installed and, while 
some operating difficulties have been encountered, the operation has been im- 
proving monthly and we expect their use to reduce substantially the unit cost of 
this function. With the funds available in the current year it is estimated that 





abate 


Nib WOE hein 


Sn RAY ME RS i IAEA IS Co 


Fesseatow 


PUN ree uae bis 


aah 


Pan, vie 








le 


le 


e 
& 


4 


TREASURY AND POST OFFICE APPROPRIATIONS, 1953 223 


1,264,000,000 pieces will be counted. Production in 1953 is expected to show a 
marked increase and we estimate that 1,500,000,000 pieces will be audited. This 
increase in volume, despite the reduced unit cost, will require a slight increase in 
funds. 

The operations of the Bureau as a whole are now reasonably current and it is 
earnestly hoped that we may be able to keep them that way, although some 
increase in receipts is anticipated for the last half of the current fiscal year. The 
estimate for 1953 has been developed on the basis that operations will be con- 
tinued on a current basis. 


MANAGEMENT IMPROVEMENT 


We have continued our management improvement efforts during the past vear. 
The major accomplishment during the fiscal year 1951 was a revision of procedures 
for the processing of redeemed savings bonds in the Federal Reserve banks and 
regional offices of the Bureau, which eliminated the manual sort of the bonds by 
the banks. This also involved a change in the audit procedure observed by the 
regional offices, as under the revised procedure the work is now performed mechan- 
ically instead of manually. This change is estimated to result in an annual 
savings of $250,000. Several other improyements accomplished during the fiscal 
vear 1951 reflect additional savings, which have been taken into account in 
estimating requirements for the fiscal year 1953. 

Mr. Chairman, we have conscientiously developed our requirements for 1953 
and in formulating our programs have kept in mind the urgent need for economy 
in Government expenditures. We feel that we are asking for the minimum 
needed in order to enable us to do a businesslike job and continue to furnish the 
type of service to which the bond investing public is entitled. I can assure you 
that we will continue our efforts to perform our responsibilities with maximum 
efficiency and at the lowest possible costs consistent with the maintenance of 
reasonable standards of quality. Il appreciate the opportunity you have accorded 
me to make this general statement. 


PREPARED STATEMENT OF VERNON L, CLark, Nationat Director, UNITED 
Srares Savincs Bonps Division 


Mr. Chairman, I appreciate very much your giving me the opportunity to 
come here and tell you about the Defense bond sales program 

The Treasury has been offering say ings bonds to the people for 17 vears. The 
bonds outstanding today have a cash value of approximately $58 billion, and 
$49 billion of them are owned by individuals. 

The Defense bond sales program directs the human instinct to gather and save 
toward the Nation’s defense effort, through promoting purchases of Defense bonds 
by individuals. Primarily, the program promotes thrift that goes right down 
nto the schoolrooms of the Nation. It also aids the Treasury toward the realiza- 
tion of one of its broad objectives—widespread distribution of public debt owner- 
ship. 

In the calendar vear 1951, 62 percent of the $3.2 billion E bond cash sales were 

the smaller deonomination bonds—the kind the average worker and the 
professional person, the average businessman, and the farmer can afford to buy 
on regular savings plans. 

The backbone of this sales program is the continuous assistance given by the 
patriotic legions of volunteers who use their time, their energy, and their influence 
asking their friends and associates to buy Defense bonds. We know, and our 
finding is backed by independent surveys, that personal solicitation sells—that 
when people are asked to buy bonds, one out of two does. We receive our per- 
sonal solicitation work free from these volunteers. Therefore, the major activity 
of the paid staff involves recruiting, training, and servicing these public-spirited 
men and women who want to invest more than their money in their country. 

One important adjunct to personal solicitation is the advertising support 
donated to the program. This help constitutes the informational ‘warm up’ of 
the market. Every year the Treasury receives millions of dollars worth of radio 

1 television time, newspaper, Magazine, and billboard space, and car cards free 
f charge. The Government pays not one cent for the time and space for the 
Defense bond advertising that you see and hear and read. The Nation’s adver- 
tisers, the businessmen of the country, and the advertising media themselves, 
lonate all that time and space. It is indeed a tangible and practical manifestatiow 


f their confidence in the Defense bond program. 
94650—52——-15. 
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Here at the beginning of the calendar year 1952 E bonds held by individuals are 
at an all-time peak. Their cash value on December 31, 1951, was $34.7 billion— 
$4 billion more than at the close of the World War II financing. E bond unit 
sales are at their highest in 5 years, and sales of E’s so far in January 1952 are 
higher than a year ago. Monthly redemptions of unmatured E bonds are well 
under 1 percent of the amount outstanding—a normal situation. And during the 
calendar vear 1951, there was a sizable gain in the number of people buying bonds 
on payroll-savings plans—from an estimated 5,000,000 at the beginning of the 
year to over 6,500,000 at the year end. Experience has shown payroll-savings 
customers are long-term buyers. The $5 a week average deduction, stated alone, 
may sound insignificant, but the cumulative purchases of 6,500,000 payroll savers 
add up to over $130,000,000 a month. 

We, in the Savings Bonds Division, expect to build these optimistic trends 
higher. It is good that the American people can find the contentment of economic 
security in a safe automatic investment through their Government. 

We should like to see more Americans protecting their future and the fiscal 
well-being of their Government by purchasing Defense bonds, and we want to 
encourage people who own maturing E bonds to hold their bonds for another 10 
years. Congress has, as you know, provided additional privileges for E-bond 
investors who hold bonds beyond maturity. 


Goals for the fiscal year 1953 

Therefore, the United Savings Savings Bonds Division has a double-barreled 
sales job: (1) To swell the number of people buying bonds; and (2) to encourage 
established buyers to hold maturing bonds for an additional 10-year period. 


The first sales front 
Our objective for the fiscal vear 1953 on the first sales front is to have 
14,500,000 persons buying Defense bonds on regular purchase plans. 


Payroll savings market 

In the early months of the calendar year 1951 we expanded our payroll savings 
operation. By the vear’s end we had signed up 1,500,000 additional savers. 
The estimated total number of plan participants on December 31 was 6,500,000. 

We plan to redouble the intensity of our payroll savings activity in an effort to 
sign up another 4,500,000 persons. If we are successful, by the end of the fiscal 
year 1953, 11,000,000 men and women will be purchasing Defense bonds regularly 
where they work on partial payment plans out of current income. 

It takes well-planned promotions, and diligent effort, not only to get new savers 
signed up, but also to maintain the volume currently buying, on account of the 
high rate of labor turn-over. 


Community market 

Side by side with our payroll savings market objective, we have set out to sign 
up another 1,100,000 self-employed and professional people on the other regular 
automatic savings mechanism—the bond-a-month plan. This would raise the 
number of bond-a-month customers to 1,500,000 persons by June 30, 1953. 

To join this plan, the purchaser simply authorizes his bank to debit his checking 
account regularly for the price of a Defense bond. The bank does the rest—issuing 
and delivering the bonds as a free service to depositors. 

Experience shows that personal solicitation is the most effective approach 
to this market. When an individual is asked to buy Defense bonds, by a neighbor 
whom he knows and respects, there is a 50-50 chance that he will. One of our 
recent testing points in this market was La Crosse, Wisc., where 60 women called 
on 600 prospects (largely professional people) and signed up 70 percent of them. 


Farm market 

We are also striving to bring 1,400,000 additional farmers within the ranks of 
regular Defense bond buyers. We estimate we now have some 600,000 regular 
purchasers among the farm operators. By June 30, 1953, we hope to swell that 
figure to nearly 2,000,000—that’s our goal. 

Our new savings plan, Defense bond equipment reserve, is proving appealing to 
farmers. It’s a planned savings for accumulating cash reserves for replacement 
of worn-out mechanized equipment—tractors, trucks, combines, and so forth. 
For example, the farmer is asked to invest in bonds each vear, under this reserve 
plan, an amount equivalent to the entire allowable deduction for depreciation on 
his mechanized farm equipment—that amounts to an average of about 10 percent 
of the original cost. So, when a machine is 10 vears old, the farmer would have 
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})efense bond reserves amounting to the cost price, plus the interest earned on 
‘he bonds, 


Over-the-counter sales 

We are also making every effort, and enlisting more help from the Nation’s 
banks, to increase sales of $1,000 and $500 denomination bonds, the so-called 
investor bonds. 


The second sales front 


To sell the automatic extension plan to the holders of maturing E bonds is the 
objective on the second front. 

This is an entirely new but vital phase of the Defense bond sales program, 
with a vast potential amounting to approximately $21.5 billion during the next 
5 years. The retention of past savings is equally as important to help keep our 
economy strong and healthy as a high level of current savings. 

Our job on this second sales front is to encourage E bond owners not to spend 
the proceeds of maturing bonds for goods, over and above normal expenditures 
out of current income. Our experience has shown that intensive promotions to 
sell bonds also persuades people to hold onto their bonds. This is just as true 
to day as it was back in the war loan days, when redemptions would drop during 
the drive periods. 

As we have pointed out, $21.5 billion E bonds will come due in the next 5 years. 
How many of them will be cashed in and how many will be automatically extended 
will depend on how effectively the message explaining the extension terms pene- 
trates this big and widely scattered market of E bond owners. 

To keep the automatic extension privileges before the tens of millions of E 
bondholders the savings bonds sales staff will utilize to the fullest all publicity and 
advertising media, and also the services of its vast army of volunteers. 

Gentlemen, those are our aims and objectives—the goals we would like to 
achieve by June 30, 1953. It is our job to induce more and more people to practice 
thrift, to take more and more of the extra dollars out of the spending stream, and 
to persuade the people to hold on to their savings. To achieve these objectives, 
the Defense bond sales program will make the fullest use of all personnel and all 
the facilities at its command. To do this job, it takes high caliber experienced 
salesmen, able to quickly train and service our volunteers, a sizable number of 
whom are leaders in business and banking. 

Our sales costs on gross sales are practically identical with the war years. 
From 1942 through 1945 it cost 80 cents per thousand dollars of sales. Today 
the costs are still 80 cents per thousand dollars of sales. 

There is one important difference, that should be kept in mind. » Today we 
have to sell more pieces to reach a dollar volume than during the war. In those 
years we benefited from sales to savers who invested their savings accumulated 
over a long period of time, while today we must of necessity secure our volume 
almost entirely from immediate income. It is also well to remember that since 
the end of 1945 costs of personnel and facilities have greatly increased. 

Every effort is being made to operate this program in the most economical 
manner possible. As a result, the amount requested for the fiscal year 1953 
reflects a decrease of approximately $200,000 below the appropriation for the 
fiscal year 1952 plus funds necessary to meet pay increases, in accordance with 
provisions of Public Law 201. 


GENERAL STATEMENT 


Mr. Kitspy. The program of the Bureau of the Public Debt for 
1953 is a continuation of the existing program, there are no particular 
changes in the type of financing that we contemplate. There is an 
increase, as the chairman indicated, of about $4,800,000 over the 
amount presently available. The amount of $50,500,000 will be 
augmented by the supplemental to take care of a certain part of the 
cost of the pay increase which was recently passed. 

Senator Ecron. Right there, do I understand you to say that the 
pay increase is not figured in on this request? 

Mr. Kiney. The pay increase is figured in, and the cost of it to our 
appropriation is about $2,265,000. 
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Senator Ecron. The pay increase is in this report? 

Mr. Kixsy. It is. 

Senator Ecron. Likewise the automatic promotions? 

Mr. Kiusy. Yes. 

Senator Ecron. That is all figured in? 

Mr. Kinny. Yes. The reason I mentioned the pay increase at that 
point is to indicate that there is a supplemental going forward for the 
remainder of this fiscal year so that the increase in 1953 over 1952 will 
not be the full $4,800,000 which is mentioned, but a figure which will 
be nearer to $4 million. I might state that the reason for the increase 
is primarily this $2,265,000 to take care of the pay increases, plus an 
amount to take care of an estimated increase in the volume both of 
the issues and redemptions of savings bonds. 


INCREASE IN BOND REDEMPTION 


We estimate that in 1953 we will issue about 5 million more pieces 
than we have in 1952. We also figure that we will redeem about 15 
million more pieces. The increase in redemptions is due primarily 
to the fact that we are now in the period where those bonds that were 
sold immediately after Pearl Harbor are beginning to mature. Those 
bonds were sold in substantially heavier quantities than the bonds 
that were sold prior to that time. 

So that even though through this automatic extension which has 
resulted from the passage of Public Law 12 last spring, which provides 
that owners can continue to hold these bonds beyond the 10-year 
period and continue to draw interest on them, we feel that about 60 
percent of the bonds will remain under that automatic extension plan 
and that our burden of redemption will be confined to about 40 percent 
of those bonds as they mature. 

Even so, the quantities are so much heavier than they have been 
up to this time that we feel the net increase in the redemption volume 
will be about 15 million pieces. The increase that we are asking for, 
in a nutshell, can be attributed to those two things, the pay increase 
and the increased workload on savings bonds. 

Senator Ecron. What do you believe is the reason for the high per- 
centage of redemptions? Is it the need of cash in hand, or could it 
possibly be the low rate of interest? This extension, as I view it, the 
interest rate is not very good unless you decide or are able to leave 
your bonds for another 10 years, or at least 7 years. 

Mr. Kinsy. Senator, these bonds over the 10-year period have in- 
creased in value from $75 to $100, which is the equivalent of 2.9 
percent compounded semi-annually. We feel that the extension be- 
yond that period at a flat 2s percent is a rather attractive rate. Ifa 
person holds his bonds for the full 10 vears of the extension, during 
the latter years the return will increase to a point where they will 
again have earned another 2.9 or to put it another way, the bond that 
you purchased 10 years ago for $75 is worth $100 today, and 10 years 
from now it will be worth $133.33. 

Now that is perhaps a more attractive rate than some of the current 
columnists give us credit for. We realize that there has been some 
adverse public ity about the savings bonds to the effect that the rate 
ought to be increased, but I think this extended rate, 245 percent, 1s 
not an unattractive rate. 
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STUDY GIVEN TO INCREASE BOND INTEREST RATE 


Senator Ecron. Has there been serious consideration that you 
know of within the Department to increase the rates to make them 
a little more attractive? 

Mr. Kinsy. The Department has been quite concerned over the 
situation, and it has given alot of study to it. I would not be prepared 
to say that the Treasury will concede that the rate is out of line with 
a reasonable return when you consider that the money invested in 
savings bonds is no different from money in savings accounts, the 
money in postal savings deposits, and other types of fixed investments. 

Our experience and our studies show that the redemption of savings 
bonds is lower percentage-wise than the other types of savings invest- 
ments. So long as that continues to be the case I do not think we 
should be unduly worried about the savings bond situation. 

Senator Kincgorre. | wonder if vou have ever publicized to the 
Nation the fact that I believe | own a piece of property or I believe I 
have certain money in the bank or I believe | own a corporation, and 
if a foreign power should take over I would lose all my property? I 
think the people ought to be willing to accept that, that they are buy- 
ing insurance against losing what they have in terms of property. 

Mr. Kitspy. And in the event of some calamity they have other 
assets that suffer the same fate as their savings bonds. 

Senator Kirgorr. You remember what happened in Germany. 
You will remember that they placed a one-third mortgage against 
every piece of property, Hitler did, in order to back his plans. Lf you 
study the records you will find that a great part of the titles in the 
Eastern States trace back to crown grants in colonial days, so that the 
real source of title of anvbody’ Ss home eoes back, shall we Say, to the 
ruling power. 

In the Western States the real source of title goes back practically 
to the United States Government based on grants. In the event of 
anybody taking over the United States Government and deciding to 
change that, they could invalidate any parf of it. 

Mr. Kinsey. That is right. 

Senator Kingore. Incidentally, they can repudiate the issues of 
currency and repudiate bonds and everything else. So | sometimes 
think, and I always tell people, that an investment is protected ji 
this country by the bonds. It is just an insurance like life, fire, or 
health insurance. 

Mr. Kinsey. That is true. We should not compare this to risk 
ventures in which you have two ways of losing—one, if the corporation 
does not succeed, and number two, in case the Government that has 
been guaranteeing the validity of the investment ceases to exist and 
another government decides to take over the business. 

Senator Kincore. I am sorry | interrupted, but that is what always 
upsets me when people talk about e xpenditures for the defense of the 
money which our protection permits them to accumulate. 

Mr. Kinpy. I think that is very true, and I believe it was in the 
House hearings that the suggestion was made that if we were to reach 
a situation where these bonds would lose their value, then there would 
not be much left in this country that would be of any value, 
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PUBLIC DEBT SELF-CONTAINED IN UNITED STATES 


Senator Kitcore. That is right. The biggest safety I see in the 
present situation, and I think I am right, and I want to get this into 
the record, is that the large part of the public debt is, shall I say, 
self-contained within the country, a great proportion of the owners of 
bonds are United States citizens. 

Mr. Kitsy. That is true. 

Senator Kincore. In other words, no other governments are 
involved, although there might be some private investors involved. 

Mr. Kirtsy. Private investors, residents of other countries purchase 
our marketable securities, but under the regulations governing our 
savings bonds we will not sell to them. 

Senator Kintcore. In other words, the greater part of our public 
debt is held in the hands of the citizens? 

Mr. Kivpy. It is largely held within the confines of the United 
States. 

Senator Kircorre. | wonder what percentage of it is held by 
American citizens. 

Mr. Kinsy. I would make a guess that it would be approximately 
95 percent. 

Senator Kitgore. I thought that was about it, 95 or 96 percent 
internally owned. 

Mr. Kiipy. That is right. 

Senator Kitrgore. That part externally owned is owned by individ- 
uals or corporations? 

Mr. Kiitpy. That is true, foreign banks and so forth. 


OWNERSHIP OF PUBLIC DEBT 


Senator Kircore. Could you at this point insert in our record a 
table which is contained on page 359 of the House hearings regarding 
the ownership of the public debt? 

Mr. Krispy. Yes, Mr. Chairman, I think it would be appropriate 
to insert that at this point. 

Senator Krigore. That will be done. 

(The information referred to is as follows:) 


Ownership of the public debt 
{In billions of dollars} 














| 
Change 
| Feb. 28, | Dec. 31, | Dec. 31, | [tee 31, 
| 1946 | 1950 1951 1 Dee’ 3 
a 
| 1951 
| | 
eae. oe ie eS = oe. = an ae eee: So ia 
Banks: | 
Commerdal banks ..........-.<....<..- iabenitanel 94 | 62 6144 —% 
Federal Reserve banks....................-..-.- | 2: 20% 24 +314 
NN I eee ne eo ee 117 | 8214! 8514! +3 


Nonbank investors: 
Individuals patie iit an tio ies coe eee 64 | 67 | 66 | —1 
Insurance companies and mutual] savings banks 35 
Other corporations, associations, and State and local | | 








governments tS a= 3514 384! 3944) +1 
U. 8. Government investment accounts_--...----- 28 | 39 | 4219) +314 

WAGl Rane sae ons ko scks nonce Se eae 163 | 174 | 174 |... 

hte carte is TeinkigenccseueRiies 280 | 25614 25074) +3 





1 Preliminary estimates. 
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Federal securities loom large in the asset picture of the leading investor groups 
in the country. At the present time, Federal securities account for about 47 per- 
cent of the earning assets of commercial banks; they account for about 43 percent 
of the assets of mutual savings banks, 8 percent of the assets of insured savings 
and loan associations, and 16 percent of the assets of the life-insurance companies. 
Federal securities also account for 13 percent of the current assets of corpora- 
tions, other than banks and insurance companies, and 33 percent of the liquid 
assets (including also currency, checking accounts, and savings accounts) of indi- 
viduals and unincorporated businesses. Practically all of the assets of Federal 
Government trust funds are, of course, invested in Federal securities. 

Senator Kitcorr. Now I wonder if it would be possible, and I do 
not want to ask you for the impossible at all, to insert what part of 
the debt might be owned by other countries? 

Mr. Kinpy. I doubt that it would be possible to get any accurate 
statistics on that, Mr. Chairman, because the relatively small part 
owned by foreign interests is for the most part in bearer form which 
passes by delivery. 

Senator Kitcore. I see, 

Mr. Kitsy. I was going to add, Mr. Chairman, that there are 
probably between 50 and 60 million individuals in this country who 
own Government securities, which means that there is a very broad 
interest in the affairs of the Government throughout the Nation. 

Senator Kitcorr. Might I ask you a question at this point? I 
do not know whether you have knowledge yourself, but perhaps some 
of your staff does. You will remember prior to World War I France 
was regarded as one of the most stable countries in the world because 
the major portions of their bonds was owned by their citizenry, and 
the citizens were buying bonds for their old age. That thing finally 
blew up when France arbitrarily cut the value of the franc, which 
arbitrarily cut the value of the bonds to such an extent that people 
started burying their gold in the ground instead of putting it into 
bonds. I am speaking of the farmer, the small-wage earner, every- 
body, buying bonds looking forward to their old age. That is what 
happened in England, Holland, Denmark, the people in that way 
assured themselves of a competence in the event of old age. It was 
the very break-up of that thing that disturbed that, is that not right? 

Mr. Kitsy. That is very true. 

Senator Kitgorr. We well remember that after World War I we 
had a break in our bond market. 

Mr. Kitpy. That is true. 

Senator Kingore. So that the bonds which had been purchased by 
individuals dropped to such an extent that they lost money. 

Mr. Kiusy. Yes, sir. 

Senator KinGore. Some people made a lot of money on them, of 
course, later. Those who made money could have done without mak- 
ing money, but those who lost could not afford to lose. So it is neces- 
sary that. on the sav ings bonds, at least, we see that that bond is worth 
100 cents. 

Senator Ecron. Of course, they have dropped now as a result of the 
higher prices and inflationary tendencies. 

Mr. Kinpy. You are talking about our savings bonds? 

Senator Ecron. I am talking about the actual purchasing power of 
the redemption value. 

Mr. Kitsy. But that is true also, Senator, of the other assets I 
mentioned, such as the savings accounts. 

Senator Ecron. Yes. 
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PAYROLL SAVINGS 


With the chairman’s permission, I would like to have you give us a 
progress report on the payroll savings. I was very much interested 
in that last vear, and I think it would be most inter resting and helpful 
to the committee for you to highlight that progress. 

Mr. Kitsy. I understand that the payroll savings plan has in- 
creased its participation by about 1.5 million in the past year. That 
comes within the province of Mr. Clark, who is the national director 
of the savings program. 

Senator Kitcore. Let us get his remarks right now. 

Mr. Ciark. | was going to say, Mr. Chairman, that we have a 
very brief presentation by “chart which will show our objectives and 
progress. It will take about 10 minutes. At the time the charts 
are presented we can tell you the whole story. 

Senator Kincore. Can that chart be reduced so that it can be 
reproduced in the record? 

Mr. Ciark. Yes, it can be. 

Senator Kitcorr. Go ahead, Mr. Kilby. Is there anything else 
you wanted to present? 

Mr. Kitsy. | think that is all I would have to say at this point, 
Mr. Chairman, as to the general program for the coming year. 


LIMITATION ON INDIVIDUAL BOND HOLDINGS 


Senator Ecron. What is the limitation for individual holdings of 
E bonds? 

Mr. Kitsy. $10,000 purchased in any one calendar year. 

Senator Ecron. Is it permissible for a co-owner to hold more 
than that? 

Mr. Kizsy. In the case of coownership we will permit two coowners 
to own $20,000 purchased in any one year. In other words, we will 
allocate $10,000 to one coowner and $10,000 to the other coowner. 

Senator Kitcore. But the bonds are still a coownership bond? 

Mr. Kiispy. That is true. 

Senator Kitcore. The survivor would get the whole $20,000? 

Mr. Kinpy. They may be paid to either without the consent of the 
other. In other words, if a man and wife owned $20,000 in coowner- 
ship form, either one of them is at liberty to cash the entire $20,000 
with proper identification, of course. 

Senator Kincorr. Anything further, Senator Ecton? 

Senator Ecron. I believe not. 

Senator Kricore. Senator Saltonstall? 


NEED FOR ADDITIONAL PERSONNEL 


Senator SALTONSTALL. I do not want to take too much time. As I 
see the problem here, you have 20,000,000 more in the savings and the 
- ‘r bonds, series E, that are going to be turned in this year over last 
year, and you are asking for 232 more men to do that job? 

Mir Kitsy. That is right, Senator. 

Senator SALTONSTALL. Man-years to do that job? 

Mr. Kitsy. Yes. The reason for the increased redemptions which 
we anticipate is because during this period we are now redeeming the 
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bonds which were sold immediately after Pearl Harbor. During that 
period in 1942 the sales of bonds increased tremendously. ‘Those 
bonds are now maturing, and therefore we have a heavier volume of 
redemptions which must be met than we have had in any year up 
until now. 

As I remarked before you came in, Senator Saltonstall, this auto- 
matic extension which was provided for by Public Law 12 has enabled 
us to defer the redemption of, we hope, about 60 percent of these 
current maturities. 

Senator Kitcors. I did not understand that last. You think that 
the bill which was passed last year which gives deferment on maturity 
will reduce the workload? 

Mr. Kitsy. We think it will defer the redemption of these bonds to 
later periods. Our present belief is that about 60 percent of maturi- 
ties will not be redeemed currently. So that the burden of redeeming 
those bonds will be deferred to later years, which, of course, will be of 
tremendous help to us because with the present conditions as far as 
manpower and mechanical equipment are concerned, we like to hold 
our operations down as much as possible. 

Senator SALTONSTALL. What it amounts to, Mr. Chairman, is that 
on the present basis you have 1 man to 200,000 bonds. You are 
asking for 232 more men to handle 20 million, which is pretty nearly 
the same average, is it not? 

Mr. Kitsy. Pretty nearly. 

Senator SALTONSTALL. One man to 10,000 pieces, and on the 
estimates the increase would be on the same ratio? 

Mr. Kinsy. That would be one way of saying it; ves, sir. 

Senator Kitgore. In other words, that amounts to, shall we say, 
approximately during the working year of how many transactions a 
day? 

Senator SaLronstauy. Thirty transactions a day per man based on 
a working year of 300 days; is it not? 

Senator Krigorer. That is right; that is what I wanted to get in the 
record. 

Mr. Krirpy. Of course, it is not quite as simple as that. 


FUNDS AND PERSONNEL ON BOND SALES PROMOTION 


Senator KiiGore. | notice you are not asking for any additional for 
sales promotion of bonds? 

Mr. Kitsy. The promotion is about $5.5 million, the same as this 
year. 

Senator KinGore. How many people do you have on that now? 

Mr. Cuark. About 619. 

Senator Kitgorr. You have a position estimate of 748 here? 

Mr. Cuark. I beg your pardon? 

Senator Kitcore. You have a position estimate of 748? Do you 
have some vacancies? 

Mr. Ciark. I would like to have Mr. McDonald cover that. 

Mr. McDona.p. Senator, the total number of positions that we 
are requesting, the average number of positions for 1953 is 748. That 
includes 129 positions for the warehousing operation in Chicago, 
which was formerly under the Bureau of Public Debt. Mr. Clark in 
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giving the figure of 619 average positions is referring to those employees 
actually engaged in artanant promotional activities. 4 

With the consolidation of the warehousing operation, which covers 
the receipt, custody, and distribution of all promotional materials 
and is located in Chicago, the total number of positions will be 748. 


POSITIONS ADDED BY SUPPLEMENTAL FUND 


Senator Kircorr. How many additional positions do you get out 
of that additional appropriation of $500,000? How many people 
did you put on? 

Mr MdDowia: One hundred and twenty-four average positions. 

Senator Kirgorr. How many vacancies ds you have now? 

Mr. Krrxtern. There are approximately 23 vacancies at the present 
time, of a total of 776 average positions for 1952. 

Senator Kircorsr. Can you get along without any increases? 


EMPLOYEES IN BOND SALES PROMOTION 


Mr. McDonatp. Well, we are actually asking for less positions, 
less average positions, than we have during the fiscal year 1952. For 
the savings bond promotional activity, excluding the warehousing 
operation in Chicago, we are asking for 619 average positions for the 
fiscal year 1953, whereas we have 644 during the year 1952, 
which is a reduction of 25 positions. 

Senator Kitcorn. Now, Mr. Kilby, I wish you would put in the 
record the average number, shall we say, from 1941 up to the present 
time? Can you furnish a table like that? 

Mr. Kixsy. I have a table with me now, covering the period of 
1949 through 1953 and I will be glad to insert it in the record. 

Senator Kitcorr. What does it show? 

Mr. Kixpy. It shows that in 1949 we had 7,151; in 1950, 5,745; 
in 1951, 5,080. This year we have 4,887, and with the slight increase 
requested for next year, 5,119. In other words, in 1953 we will be 
operating with about 2,000 less people than we required in 1949. 

Our workload volume in some respects is going to be heavier than 
it was at that time. 

Senator Kitcorer. The table will be inserted in the record at this 
point. 

(The table referred to is as follows:) 


Administering the public debt—Work volume and average employment, fiscal years 
1949 through 1958 


Work volume (in thousands of pieces) 


é Other Treasury 
Fiscal year Savings bonds securities United | 4 verage 
States | employ 
aa 
Retire- Retire- audi ae 
Issues ennnite’ Issues ents 

BD. Sic. cid ieaiemal 68, 543 , 858 2,021 3, 537 1, 286, 640 7,151 
Mia bn csc kin 4 dni as polka ean 67, 891 84, 953 2, 079 3,114 1, 328, 780 5, 745 
WUGE 5. ccccncndnctesuwesecuss 68, 132 90, 522 2, 234 3, 902 1, 129, 328 5, 080 
1952 (estimate) _..............-. 83, 100 89, 700 3, 386 3, 817 1, 264, 000 4, 887 
1953 (estimate) _......----_-__- 88, 100 104, 800 3, 386 3,105 | 1, 500, 000 5, 119 


Note.—During the fiscal year 1949 and for a part of the fiscal year 1950, various work programs, which 
have since been terminated, relating to savings bonds issued and redeemed in prior years were in effect. 
These programs accounted for the larger average employment during such years. 
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BOND-A-MONTH PLAN 


Senator Ecron. May I ask at that point, on this bond-a-month 
plan where the banks issue the bonds and do the typing and I assume 
that industry takes care of the payroll dédundiee etn typing the 
bonds, too, does that relieve your workload any? 

Mr. Kixusy. It relieves our workload tremendously, Senator, to the 
extent that the banks issue the bonds, they do so on a voluntary basis. 

Senator Ecron. They do not get anything for it? 

Mr. Kirtsy. They do not get anything for it. To the extent that 
the corporations whe operate payroll savings plans issue the bonds 
also there is no cost to us. There are some cases where the corpora- 
tions themselves do not feel that they can undertake the physical 
issuance of the bonds. In those cases we try to get them to have the 
operation performed through their banking connections, but there 
are some cases where it is not possible to work out that arrangement, 
and the bonds are actually issued at the Federal Reserve banks. 

In that case the Treasury reimburses the Federal Reserve bank for 
the out-of-pocket expense of issuing the bonds, which is about 16 or 
17 cents apiece. 

Senator Ecron. What percentage of the bonds come in through 
those sources, through the banks and through corporations, for 
instance? 

Mr. Kirtsy. You mean on the redemption operation, Senator? 

Senator Ecron. Yes. 


COST OF BOND REDEMPTION 


Mr. Kitsy. The commercial banks of the country directly redeem 
about 98 percent of the bonds that are currently being redeemed. 
The other 2 percent are redeemed directly at the Federal Reserve 
bank and the Treasury. There is a cost in connection with the re- 
demption. We reimburse the agents 15 cents apiece for each bond 
they redeem up to 1,000 bonds within a calendar quarter. 

The larger banks which have more than that number receive 10 
cents a bond apiece over the initial 1,000. So there is a cost for re- 
demption of the bonds which aggregates between $10 and $11 million 
a year. In other words, roughly 20 percent of this appropriation is 
required to cover the redemption costs which are submitted to us by 
the paying agents. 


COMPARATIVE UNIT COST OF BOND SALES 


Senator Kitgore. I notice that you mentioned that your unit 
cost on bond sales through the post office was 50.6 cents in 1952 and 
50.6 cents in 1951. On the stamp sales it was 1.15 cents for both years. 
Your bond redemptions, your cost was .0572 in 1952 and .0563 for 
1953 so far. How does that compare with your costs? 

_ Mr. Kitsy. The costs which are given to us by the Post Office 
Department and which you have just read are computed by their 
cost-ascertainment system. 

Senator Kricore. I am asking for a comparison. Does it cost 
you as much as 50.6 cents on a bond sale? 
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Mr. Kipy. No, sir; the cost of the bonds that are sold through the 
Federal Reserve banks directly are about 16 or 17 cents apiece as 
compared to 50% cents which the post office charges. 

Senator Kitcore. You mean apiece for a $100 unit or per bond? 

Mr. Krupy. Per bond whether $25 bond, or $1,000 bond. 


SALE OF $25 BOND LARGEST IN VOLUME 


Senator Kircore. What is your largest volume of sales in? 

Mr. Kixpy. Our largest volume of sales is in the $25 bonds which 
account for over 60 percent of the total sold, but the expense to us is 
the same for handling a $25 bond as it is for handling a $1,000 bond. 

Senator Kricore. I know. Based on a dollar of return, could you 
give us a figure as to what the average cost is per $100? 

Mr. Kitpy. The average cost per $100 is about 65 cents. 

Senator Kitgore. 65 cents per $100? 

Mr. Kixpy. Yes, sir. 

Senator Kincore. This 50.6 is per bond? 

Mr. Kixpy. That is true. 

Senator Kitcorr. What would be the average cost, shall we say, 
based on $100 return? 

Mr. Kirsy. If each bond were $100 this unit cost of 50.6 cents 
would be the cost per $100. In other words, that is what we pay 
for each piece issued. 

Senator Kitcore. They are selling the $25 bonds much more? 

Mr. Kixpy. Yes, sir. 

Senator Kitcore. You mean for each $100 return that the Treasury 
gets or that the United States gets, or shall I say, for every $100 
worth of bonds regardless of what denomination, $25, $50, $100, or 
$1,000, you have given me a figure, and how much was that? 

Mr. Kixupy. 65 cents. 

Senator Kinrcorr. What would be the cost of sales for which you 
reimbursed them? 

Mr. Kixsy. I do not have that with me, but I could insert that. 

Senator Kitcore. Will you do that at this point? 

Mr. Kixpsy. Yes, sir. 

(The information referred to is as follows: ) 


Reimbursements to the Post Office Department in the fiscal year 1951 for the 
sale of savings bonds amounted to approximately $1.13 per $100 of sales. 


UNIT COST OF SAVINGS STAMPS 


Senator Kitcore. In what denominations do the stamps come? 

Mr. Kixisy. 10 cents, 25 cents, 50 cents, $1, $5. 

Senator Kitcorr. Now the post office report showed that each 
unit sale costs 1.15 cents, both for 1952 and 1953. That is reimburs- 
able to them, is it not? 

Mr. Krispy. That is true. 

Senator Kircore. Do you have any idea what that unit cost is for 
those stamps? 

Mr. Kixpsy. Per dollar? 

Senator Kitcore. All the way through to the final unit? 

Mr. Kitzy. The cost to us with respect to the stamps is negligible. 
I do not have the figures with me, but I will be glad to insert that. 
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Senator Kiitcore. Do that, please. 

Mr. Kiisy. Yes, sir. 

(The information referred to is as follows:) 

In the fiscal year 1951, 64,057,356 savings stamps were sold and the production 
cost for the year amounted to $6,946, or an average of $0.1084 per 1,000 stamps 
sold. During the same year the cost of auditing and destroying redeemed stamp 
albums amounted to $42,318, or $0.6606 per 1,000 stamps issued. Thus the total 
cost to us of handling savings stamps is about $12.27 per 1,000 stamps. 

Senator Kitcors. Of course, you do get the use of the money 
derived from those stamps interest-free, do you not? 

Mr. Kixsy. That is true, these stamps are non-interest-bearing, 
but they are not outstanding in any substantial quantity, however. 
I could give you a figure on the total. 

Senator Kirgorre. How many are there printed on a sheet? 

Mr. Kixsy. I believe these are printed 100 to a sheet for the $5 
stamps and 400 to a sheet for the smaller denominations. 

Senator Kiicore. I see. 


STAMPS OUTSTANDING 


Mr. Kitpy. At the present time there are only $48 million of these 
stamps outstanding. 

Senator Kiicorer. I know, but the point I am getting at is that you 
have the $48 million, and you are not paying interest until it is 
converted into bonds. 

Mr. Kiusy. That is true. 

Senator Kirgorr. Because the stamps must be converted into 
bonds and the postmaster can take the stamps in and issue a bond in 
lieu thereof? 

Mr. Kitpy. That is true. 

Senator Kitgorr. However, on the sale there is a charge by the 
Post Office Department of 1.15 cents. 

Senator Ecron. The post office issues the bond in exchange for the 
stamps, or does that have to be taken to a bank? 

Mr. Kitsy. The stamps can be turned in to any post office or they 
can turn them in to the banks and other places in multiples of $18.75 
worthof stamps, and they can be converted into interest-bearing bonds. 

Senator Ecron. I just wondered if the Post Office Department 
issued the bonds or whether they just sold the stamps. 

Mr. Krvsy. I think asa practical matter, just by the very nature of 
the transaction, that most of the people who buy stamps would auto- 
matically turn to the post office when they had $18.75 accumulated 
and wanted to convert it to a bond. Do you agree with that, Mr. 
Clark? 

Mr. Ciark. Yes. 

Senator Kitgorr. Any other questions on that? 


BOND SALES OF POST OFFICE DEPARTMENT 


Now as to bond sales made by the Post Office Department, the 
record shows that in July 1950 the sales totaled 462,234 as compared 
to 508,905 in the same month of 1951. However, in comparing the 
sales for the 6 months’ period, July to December, the total sales in 
1950 were 3,251,314 as compared to a total of 2,930,987 in 1951. 
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And, for January 1952, bond sales in post offices aggregated 608,778 
as compared to 519,161 pieces for January 1951. 

Mr. Kiisy. The only comment that I have on that, Mr. Chairman, 
is that it is indicative of the fact that the volume of work in the post 
office has gone up slightly. 


STAMP SALES OF POST OFFICE DEPARTMENT 


Senator Kitcorn. Now, on the stamp sales you have for July 1950 
2,636,007 as compared to 2,560,580 for July of 1951, and for the 6 
months’ period July to December, a total sales for 1950 of 25,830,091 
as against 29,785,186 in 1951. For January of this year the number 
of stamps sold was 8,612,176 as against 7,412,421 in 1951 for the same 
month. What does that indicate to you? 

Mr. Kiisy. The number of stamps sold in January of this year is 
the largest number sold in any month during this fiscal year. In 
July of 1951, which was the first month of this fiscal year, stamp sales 
amounted to 2,560,580 pieces, which is less than a third of the volume 
of last month, which would indicate that the sale of stamps has been 
very materially stimulated. 

Senator Kircorre. And that the comparison between January of 
1951 and January of 1952 would show an upping of approximately 
1,200,000. 

Mr. Kixpy. Right. 

Senator Kitcore. I do not know whether you have a table here, 
but I have one here which I would be glad to submit to you, and if 
possible I would like to have that put in the record to show that 
point. 

Mr. Kixpsy. I would be very glad to see that in the record, Senator. 

Senator Kitcore. If there is no objection we will put that in the 
record at this point. 

(The table referred to is as follows:) 








1951 1952 1951 1952 
Bond sa!es: Stamp sales 

BE Shins Keeway 462, 234 tc at a | Pe 2, 636, 007 2, 560, 580 
EE A cnlien aesmiohon 479, 373 580, 134 in die aK amass 2, 676. 390 2, 910, 176 
September-.........-- 478, 492 519, 734 September............ 681 3, 703, 191 
CINE dicdnccnamenae 475, 375 590, 363 OEE s cclvpocdaue 5, 878, 265 7, 399, 972 
November.--......---- 497, 567 540, 847 November..........-- 6, 027, 225 7, 684, 209 
December.......--.-- 537, 946 511, 333 December..........-.- 5, 055, 522 5, 527, 058 

Os ohn cen 2, 930, 987 3, 251, 316 NG snidins.adsss. 25, 830, 090 29, 785, 186 
January.........--..- 519,161 | 608,778 January.......-.----- 7,412,421 | 8,612,176 


Senator Kiicore. Is there anything further now? 


BOND PARTICIPATION BY ARMY PERSONNEL 


How about your Army withholding on civilians? Have you found 
any increase or decrease, shall we say as of July and of December? 

Mr. Kixpy. This is the deductions for the purchase of bonds? 

Senator Kiitcore. Yes. 

Mr. Kiipy. I do not have a table with me, Mr. Chairman, on the 
deductions by the military, but I understand that they are increasing 
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rather sharply as the military forces have expanded. The participa- 
tion has been on the upswing. 

Senator Kitcore. Might I quote at this point and ask if you will 
verify it? The information we have is that as of July, 35.28 percent 
of civilian personnel ‘were participating, and as of eveeslier: 38.40 
were participating, which is an indication of the increased participa- 
tion among personnel, civilian personnel. 

Among the service personnel you had 39,440 allotments as of July, 
1951, or a total of 1,138,000, and for December, 1951, you had 114,000 
allotments, or a total of 2,250,000. . Will you check that with your 
records and tell us whether that is correct or not? 

Mr. Kixsy. I would be glad to do that. 

Senator Kiicorer. On the face of it that would plainly indicate an 
increase in, shall we say, withholding savings by both civilian and 
military components of the defense forces, is that right? 

» Mr. Crark. I have some figures here, Senator. 

F Senator Kitcorse. Would you put those in, please? Suppose you 
just insert your figures if you want to? You see, I am just picking 
out the range, the top and the low. 

» Mr. Crarx. In the total civilian employment in the Government, 
that is as of last November, the latest figures we have, there were 
slightly in excess of 2 million on the payrolls, and the number partici- 
pating was 909,000. 

Senator Kircors. That is civilian personnel? 

Mr. Cuark. Personnel. In the uniformed services there was par- 
ticipation of 446,000, but that is not quite a true report because the 
Army has been setting up a new system of allotments to handle 
larger numbers, and they are just starting their real recruitment. 

enator Kitgors. Could you get the actual figures and put them 
in the record showing the number of uniformed personnel and the 
number of people participating, the number of civilian personnel? 

Mr. Cuark. I will be glad to furnish that. I might say that we 
never get information on the number of personnel in uniform, but we 
can get those participating. 

Senator Kiigore. All right. May I make a suggestion in order 
that we may print it? On the uniformed personnel can you give us a 
percentage figure without quoting any totals? 

F ae Criark. I wonder whether the dollar figure would be of any 
elp 


PERCENTAGE OF UNIFORMED PERSONNEL MAKING BOND ALLOTMENTS 


Senator Kiucore. Here is the point I am driving at. How many 
of our people arineny participate? While it is true I do not want you 


to disclose the number in uniformed personnel, and I realize that if 
you said so much in dollars it would not mean anything because some 
fellows would be participating more than others, but I just would 
like to be able to argue in case of necessity before the committee the 
fact as to whether or not uniform personnel were sold on this idea, 
and I thought if you would give us a percentage figure, 35, 40, or 50, 
or 60 percent of the uniform personnel having made allotments, regard- 
less of how much the allotment was, in other words? 

Mr. Cuiark. We might inquire of the Defense Department whether 
they have any objection. 
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Senator Kitcore, Fine. 
(The information referred to is as follows:) 


Payroll savings participation in the military services, December 1951 
“ 














Number of | Percent par- | Payroll allot- 
Payroll allotments participants | _ ticipating ments 

Military Personnel: | 
ee I a tai okies Ds ae eee eS ee 36, 043 (4) $963, 688 
re ee ee ee 113,972| = (i) 2, 519, 375 
MOVES S00 2 ce Sirs LE ee ES 340, 146 | (1) 5, 207, 344 
fe es en ne Sree 490,161 | 8, 690, 407 

Civilian Personnel: ’ 
Ba ee EE OE eo a a 74, 831 28.7 1, 706, 093 
SS RS Pe Se SE ae pactnd ess aiad 207, 800 41.4 3, 974, 007 
ink pooch Catia ginbiin a desided caere animate cose = 308, 405 71.8 8, 500, 648 
ns tie dicaaaceeibeddivetiiaate katie, peiaateanetaspeesel wee 591, 036 49.6 14, 180, 748 
shal iat 


em oi hi i ag oh 1, 081, 197 eae 22,871, 155 


ir 


1 Not available. 
Senator KrnGcore. Any questions, Senator Ecton? 


NEGOTIABILITY OF BONDS 


Senator Ecron. I would like to ask for my own information because 
I do not understand it, and it might be helpful to the committee. 
Will you just explain briefly, Mr. Kilby, how series F and G bonds 
operate, for instance? Are they negotiable? 

Mr. Kiipy. The series F and G bonds are not negotiable. The 
series F bonds, like the series E bonds, increase in value starting with 
a $74 cost per $100, which in 12 years reaches maturity. It is an 
appreciation bond like the E bond. Like the E bond, it 1s not trans- 
ferable, but it runs for 12 years rather than 10, and it returns 2.53 
percent as against the 2.9 by the E bond. 

The series G bond, on the other hand, while it is not transferable 
pays interest currently at the rate of 2 percent. 

Senator Ecron. Semiannually? 

Mr. Kiipy. Semiannually, $1.25 per $100 is mailed to the owner. 
The series G bond is also a 12-year bond, and if held for the 12 years 
will have returned a flat 2% percent, but it has the privilege of redemp- 
tion before maturity as the others do. G bonds are redeemable at 
amounts less than par to compensate for the fact that right from the 
beginning they have received the 2% percent rate which is higher than 
should be paid for the shorter period. So that is adjusted through 
redemption at a figure lower than par. That also is on a sliding scale. 

Senator Ecron. But the F bonds are not redeemable until maturity? 

Mr. Kripy. The F bonds can be redeemed on request of the owner 
after 6 months, with 1 month’s notice. 

Senator Kircore. At par? 

Mr. Kitsy. Current redemption value. In other words, the F 
bond increases in value on somewlfat the scale of the E bond, the 
difference being that the E bond is set up for the smaller investor with 
a $10,000 limit, whereas the F and G bonds are designed for the larger 
investors, and they have a $100,000 a year limit on those issues. 
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BONDS SALES AND REDEMPTIONS 


Senator Kitcore. I wonder if you would like to give us a picture 
of the bond sales, bond redemptions, and so forth? 

Mr. Kixsy. I| have a statement, Mr. Chairman, which I have here 
and would be glad to put in the record which indicates the number of 
pieces sold and the number of pieces redeemed in the first 6 months 
of 1950, 1951, and 1952 fiscal years. I would like to say that the sales 
in the month of January, which are not reflected on this chart, since I 
just got them before I came up here, indicate that for the first time 
since July 1946 the total number of E bonds sold in a given month 
have exceeded 7 million pieces. 

The sales in the month of January just past were 7,400,000 pieces. 

Senator Kitcorr. Could you add those on to what you have already 
prepared? 

Mr. Kixsy. I could do that. 

Senator Kirgcorr. What will that show as an over-all transaction, 
shall we say, from July to December 1951? 

Mr. Kitsy. From July through December the total sales were 
35,260,000 pieces and with January added that will bring us up to 
42,607,000 pieces. 

Senator Kirgorn. What were the redemptions for the same period? 

Mr. Kitsy. The redemptions during the same period were 37,206,- 
000 pieces, and the redemptions in January were 6,573,000. 

Senator Kircore. Could you state that also on ‘the basis of dollar 
values? 

Mr. Kitpy. We have another chart which states it that way. 

Senator Kingore. Could you put that in the record? 

Mr. Kitspy. We would be very happy to do so. 

(The information referred to is as follows:) 


United States savings bonds, monthly sales and redemptions, fiscal years 1950, 1951, 
and 1952 (based on unaudited reports of Federal Reserve banks and other agents) 





Pieces redeemed 
Month - waa ee 


1950 | 1951 | 1952 


| 

Ws + ' 5, 570, 587 | 5, 332, 261 5, 790, 691 6, 632, 209 | 7,760,875 | 6, 465, 888 
August. ......---...-.----..--| 5,441,472 | 5,101,556 | 6,027,008 | 7, 129, 257 | 8, 008,042 | 6, 613, 348 
September. ‘ | 5,256,789 | 4,776, 827 5, 299,453 | 6,928,049 7, 126,621 | 5,820, 253 
October _..- -.| 5,099,555 | 5,512,519 | 6,209, 911 6, 438, 661 7, 150,648 | 6,385, 395 
November 5, 138, 922 | 5,089,506 | 6,135,087 | 6, 731, 087 6, 656,602 | 5, 704, 363 
December 6, 521,378 | 5,789,006 | 5,798,680 | 7,001,647 | 7, 274.014 6, 217, 112 
January 5, 358, 245 | 5, 789,044 |! 7, 347, | 000 | 6, 586, 141 3% 175, 378 | 16, 573, 000 





Subtotal. July-January. 38, 386, 48 37, , 390, 719 42, 607, 830 | 47, 447, 051 "| 52, 152, 180 43, 779, ba a 


sporenty.. 5, 2! 56, 013 5, 1 56, 448 798, 77 6, 797, 959 | 
March... edinh sabwothidtincel 5 are 5, 902, 894 919, 7, 693, 345 
5, 235, 967 5, 496, 872 6, 833, 706 
5, 4503, 5380 5, 572, 289 8 7, 081, 806 j 
5, 249,691 | 5, 608, 783 |........-.--| 7,361,329 | 6,790, 787 | 


Subtotal, February- 





27, 039, 816 | 27, 736, 286 237, 592, 170 33, 312, 765 35, 197, 603 2 41, 220, 641 





65, 4 426, 764 | 65, 127, 005 80, 200, 000 | “80, 759, 816 87, 349, 783 "| 8s, 000, 000 








1 Partially estimated. 
3 Estimated. 
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Senator Kincore. What is the difference between sales and redemp- 
tions during that period? In other words, what is it in number of 
bonds and in dollars in the bank? You can insert that in the record if 
you want to. 

Mr. Kitpy. I prefer to do that if I may. 

Senator Kircors. You prefer that so that you can get the figures 
absolutely accurate? 

Mr. Kinpy. Yes, sir. 

(The information referred to is as follows:) 


United States savings bonds sales and redemptions by months 


{In thousands of dollars] 


Differences (redemp- 
Sales Redemptions tions over sales) 


482, 181 675, 197 
436, 880 586, 340 
390, 216 520, 800 
175, 484 
— 430, 724 . 
418, 432 104, 495 


43,779,359 | 2,978,110 | 1,171,529 692, 821 


1 Partially estimated. 


DAILY TREASURY STATEMENT ON BOND TRANSACTIONS 


Senator Kirgorr. Do you know whether the daily Treasury 
statement shows anything on that? 

— Kitpy. Yes, the daily Treasury statement does show that in 
dollars. 

Senator Kitgors. I wonder if you could read that into the record 
at this time. 

Mr. Kixpy. The total received from July 1, 1951, to February 1, 
1952, for savings bonds sold is $2,296,000,000. 

Senator Kitgors. How does that compare with the similar period 
in the 12 months before? 

Mr. Kixsy. The figure for the similar period, fiscal year 1951, was 
$3,518,000,000. 

Senator Kincorg. So there was actually a reduction in receipts? 

Mr. Kitsy. There was actually a reduction in receipts of about 
$1,200,000,000. 

I think I should add, Mr. Chairman, on the issue side that the 
figures I gave were the issue price of the new bonds sold. In addition 
to that accrued discount on the outstanding bonds was established in 
the amount of $718 million in the first 7 months of the fiscal year 1952 
as against $684 million in the fiscal year 1951. 

On the redemption side I will have to do a little figuring, Mr. Chair- 
man, because there is not a single item for the total. About $2,982,- 
000,000 represents the expenditures for savings bonds redeemed during 
the first 7 months of this fiscal year. For the corresponding period in 
the fiscal year 1951 total expenditures for the redemption of savings 
bonds was $3,634,000,000. 
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WORKLOAD 


Senator Kitcore. Now using those figures ean you tell us how that 
affects your workload, comparatively? In other words, compare 
workloads under those changing figures that you have there. That is 
the reason | brought those figures in. 

Mr. Kixsy. The workload, of course, in our case is not determined 
by tbe dollar volume but by the number of pieces. 

Senator Kitcore. Could you get the figures on those pieces and add 
to that in order that we may know exactly the effect upon the work- 
load, because, frankly, your workload, or rather the appropriation, 
must reflect the workload. If we expect to get out a bill we must 
have something that will stand the test. 

Mr. Kixsy. The figures will appear in this table that I have inserted 
indicating the total number of pieces sold and the total number of 
pieces redeemed during the first 7 months. 

Senator Kitcore. In other words, whether it is $25 or $100 or 
$1,000, the number of pieces and not the dollar volume is what 
determines the workload? 

Mr. Kivsy. That is right. 

Senator Kitcore. It costs just as much to redeem a $25 bond as 
it does to redeem a $100 bond? 

Mr. Kizsy. That is right. 


BASIS FOR DETERMINING WORKLOAD 


Senator Kitcore. So that the volume of actual bonds sold regard- 
less of total value, and the volume of actual bonds redeemed, regard- 
less of total value, determines what your workload is? 

Mr. Kitsy. That is exactly right. 

Senator KitGorn. We would like to have you build that up. 

Mr. Kinsy. Fine, we will reflect that in this table. 

Senator Kiicore. All right. Are you through with that one 
phase? 

SIGNIFICANCE OF JANUARY BOND SALES 


Mr. Kixpy. I would like to add just one more point if I may, 
Mr. Chairman, and that is that this 7,257,000 pieces of E bonds that 
were sold in January has a lot of significance to me because it is 
indicative of the fact that this payroll-savings program which has 
been constantly expanding and which Mr. Clark is going to tell you 
about a little later is apparently bearing fruit because that is the 
largest number of pieces that we have sold in any month since July 
of 1946. 

Now, there has not been any drive on; there has not been any 
rush of people to make purchases in January; there have not been 
any seasonal conditions that would accelerate sales. Therefore, the 
conclusion is that this increase in January reflects the work done in 
increasing payroll-savings plans throughout the country. That means 
that our measure of work is going to be directly affected because we 
have the task of processing those through our Federal Reserve banks, 
through our plant in Chicago setting up the registration records; and 
that, of course, is going to increase our workload. 


a a 
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COST OF PRINTING AND ISSUING BONDS 


Senator Kitcore. Now, you talked about the cost of issuing bonds, 
so much per piece issued. Does that include the cost of producing 
the bond? In other words, m your appropriation do you include 
the cost of having the bonds éngraved and printed? 

Mr. Kiisy. We include the cost of engraving, the cost of having 
them shipped to the Federal Reserve banks, from the Federal Reserve 
banks to issuing agents throughout the country, of which there are 
about 45,000; the cost of processing, the returns. The stubs of the 
bonds flow back to the Federal Reserve banks, and then all to our 
central point in Chicago where the records are established. We 
service these bonds; we handle claims on account of destroyed bonds; 
we handle reissues such as where the owner of a bond has died and 
the beneficiary then becomes the owner and wants to have the bond 
reissued in his name. 


SITUATION ON BOND SERVICE CHARGES 


Senator Kitcorre. Do you pay a service charge to the Federal 
Reserve banks? 

Mr. Kitspy. We pay the Federal Reserve banks on the actual out- 
of-pocket expense basis. 

Senator Kitcore. You pay the Post Office, of course, for services 
rendered in the sales of bonds through post offices? 

Mr. Kixpy. Fifty and one-half cents. 

Senator Ecron. How about the private, State, and National banks? 

Mr. Krispy. They do not receive anything for the issue. 

Senator Kitcorr. They furnish the bonds, but they do not get 
anything for the actual sale and handling? 

Mr. Kitry. That is true. 

Senator Kitgore. So, that amount you charge includes the cost 
of the bonds, out-of-pocket cost—well, the cost of getting it distributed 
to the Federal. Reserve banks, the out-of-pocket cost to the Federal 
Reserve banks—and how about the Army; do you pay them any- 
thing? 

Mr. Kixpy. No, sir; the Army does their job just as a commercial 
bank or corporation does the job. 

Senator Kingore. I know, but that does not come through the 
Federal Reserve banks. You issue directly to the Army? 

Mr. Kinpy. They are an issuing agency. 

Senator Kincorr. Do you reimburse them? 

Mr. Kixpy. No. 

Senator K1itcore. But you do reimburse the Federal Reserve for 
issuing? 

Mr. Kixsy. That is true. The cost of processing the Army issues 
through the Federal Reserve runs about 3); cents a bond. 

Senator Kiicore. I notice in the appropriation base for 1953 under 
the classification ‘Engraving and printing” you have a difference or 
increase in 1953 of $451,749. Would you care to explain that? 
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AMOUNT FOR INCREASE IN COST OF PRINTING 


Mr. Kiisy. That increase of $451,000 is to take care of the esti- 
mated increased number of bonds that will be required in the fiscal 
year 1953. We are estimating that our sales will increase and, there- 
fore, the number of bonds we will have printed will increase. 

Senator Kincorre. Do you have anything in the way of figures as 
to whether those costs will increase on printing and engraving? 

Mr. Kriisy. I think the cost will be increased somewhat. The 
Bureau of Printing and Engraving has gone up, of course. They 
have the same increase in wages; they have had an increase in material 
cost; and, therefore, it is probable that the unit cost to us will be 
increased. Ria tant 

Senator Kitcorr. Could you get a figure from them as to what 
their best estimate is for the year 1953? 

Mr. Kixsy. I will be glad to do that. 

Senator Kitcore. As to what part of that might be absorbed by, 
let us say, increased cost of material and labor over 1952. 

Mr. he I will be glad to do that, sir. 

(The information referred to is as follows: ) 

The Bureau of Engraving and Printing, in computing the unit costs for security 
printing in 1953, has estimated such costs at a slightly lower amount than for the 
current year. For example, United States savings bonds are being furnished at 


an average rate of $25.423 a thousand during the fiscal year 1952, and the esti- 
mated average rate for the fiscal year 1953 is $25.291 a thousand. 


INVENTORY OF BLANK BONDS 


. nee Kiiegore. How much inventory do you have in blank 
onds? 

Mr. Kizsy. Throughout the country we probably have a total of 
about 30 million pieces, and those are distributed in the hands of some 
45,000 different issuing agents, reserves in the Federal Reserve banks, 
and also a reserve which we have in our own vault here in Washington. 

Senator Kirrgorr. What is the amount here in your vault in 
Washington? 

Mr. Kixisy. About 15 million pieces. 

Senator Kircorr. How many months would that take care of if 
you stopped printing? 

Mr fuer Two or three months. 

Senator Kircorr. Based upon what? 

Mr. Kiipy. Based upon current sales. 

Senator Kitcore. So that you could not live more than 2 or 3 
months on your stockpile? 

Mr. Kirsy. That is correct. 

Senator Kitcore. I wonder if you can give us a comparative figure 
of, shall we say, stockpile as of July and as of December 1951? 

Mr. Kivsy. Yes, sir; I can do that very readily. 

Senator Kitcore. In pieces, I am not talking about values. 

Mr. Kixsy. I can do that very readily by pieces. Onvuly 31, 1951, 
the savings bonds stock on hand was 12,832,000 pieces, and on 
December 31, 1951, the stock amounted to.13,877,000 pieces. 

Senator Kircors. What would your estimate be for the fiscal year 
1953—include that in the figure—as to how many pieces you are going 
to have to print, keeping yourself within a safe margin? 
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Mr. Kixsy. I think we have that in there; do we not? 

Mr. Herrevrincer. In the summary statement we gave for this 
os we say it will be necessary to order about 90% million pieces 

or 1953. 

Mr. Kiusy. Mr. Chairman, we figure in 1952 that we will receive 
79,652,000 savings bonds from the Bureau of Engraving and Printing. 
Our program for 1953 calls for 90,523,000. 

Senator Kitcore. You say the 1952 figure was what? 

Mr. Kitpy. Seventy-nine million. 

Senator Kitcore. You are upping that in 1953 by about 11 million 
pieces? 

Mr. Kinsy. Yes, sir. 

Senator Kitcore. Present estimates would say that you are going 
to need that much, too? 

Mr. Kiusy. Yes, sir. I do not think our sales increase will 
account for quite as much as 11 million; it will enable us to have a 
little better reserve at the end of the year. 


DESTRUCTION OF UNFIT CURRENCY 


Senator Kitrgorr. Now we have another question here: destruc- 
tion of unfit United States currency. You asked for $716,000, which 
is $18,000 over 1952. 

Mr. Kixsy. During the current fiscal year we expect to verify 
1,265,000,000 pieces of unfit currency. During 1953 we hope to 
eliminate the backlog which we have at present and to take care of the 
increased receipts, and our program calls for verifying 1,500,000,000 
pieces in 1953, so that it will take a slight increase in money, even 
though we are Verifying this redeemed currericy at a reduced unit cost 
because of the introduction of this electronic counting equipment. 

Senator Kircorr. I want you to explain, for the benefit of the 
record, the effect of those electronic counters upon the over-all 
expense. 

Mr. Kirtsy. May I ask Mr. Heffelfinger to explain that? 

Senator Kircore. Yes. 


ELECTRIC COUNTERS 


Mr. HeFrre.FINGER. To process the estimated workload of 
1,500,000,000 pieces in 1953, if we were not using the electronic 
machines, would cost about another quarter of a million dollars. So, 
the machines we can say will save, in appropriated moneys, a quarter 
of a million dollars. We use the machines solely on the $1 silver 
eae: We still verify the redemption of higher denominations 

y han 

Senator Kiigors. Will that electronic machine detect a counterfeit? 

Mr. Herre Fincer. No, sir. 

Senator Kitcorr. How do you check for counterfeits? 

Mr. Herrenrincer. We do not check for counterfeits, because in 
adopting the machine we based our decision on our experience in 
checking for counterfeits visually. Over the years we probably did 
not find more than 15 or 20 counterfeit bills annually. We felt that 
bs : = thoroughly justified in eliminating the check for $1 counter- 
eit bills. 








246 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


Senator Kincors. I agree with you on the $1, but down in my State 
we hit a deluge of twenties recently. I am wondering if you should 
get into it, and I would be hoping we could get into the larger de- 
nominations; but I still think we have a visual check. 

Mr. Herre.rincer. We agree with you, but bear in mind that the 
$1 certificate accounts for about 82 percent of this 1,500,000,000. 
The remaining 18 percent we will continue to handle by hand, and 
we do it primarily because of the counterfeits. 


PERSONNEL REDUCTIONS 


Senator Kircorre. How many people were you able to eliminate 
from this previous job that you used to have before you got the 
machines? 

Mr. Herre rincer. We have estimated that the machines will save 
roughly about 60 to 70 employees. In other words, if we did not have 
the machines, we would be in here asking for that many more people. 

Senator Kirtgorr. How many do you have in there now? 

Mr. Herre.rincer. 109 on the payroll. 

Senator Kitcore. How many did you have before you put in the 
machines? 

Mr. Herre.Fincer. The organization was around 175. 

Senator Kincore. So, you have already reduced it by 66 positions? 

Mr. HerrevFincer. That is correct. 

Senator Kitcore. You still think you can reduce it more? 

Mr. Herre rincer. We expect the machines to give us a higher 
degree of perfection as we use them more and find out what the bugs 
are. 

Senator Kiieore. Fine. 

Any questions, Senator Ecton? 

Senator Ecron. No questions. 


SUGGESTED LANGUAGE CHANGES 


Senator Kircore. Mr. Kilby, would you please explain the sug- 
gested language changes? I note by the subcommittee print of the 
bill that you ask for the elimination of the language authorizing ad- 
vances to the Postmaster General and also the language limiting the 
use of funds for advertising the savings-bond program as contained in 
the supplemental appropriation act of 1952 which provided an addi- 
tional $500,000. 

Mr. Kitsy. Mr. Chairman, Chairman Gary asked me about that 
when we appeared before him and asked if we would have any objec- 
tion to the retention of that proviso, and we told him that we would 
not, that our purpose in leaving it out had been in line with what we 
felt was the desire of Congress to simplify the language. 

Senator Kitgore. We hada terrible fight on it. 

Mr. Kiipy. I am sure you did. 

Senator Kitcorre. How much have you spent for advertising? 

Mr. Kixipy. That would be a portion of Mr. Cilark’s presentation, 
Mr. Chairman. Would you like to have him give it to you now? 

Senator Kitcore. Right at this time, I think. 

Mr. Ciark. What we spend on advertising? 
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Senator Kitcore. Bear in mind that this proviso reads as follows: 


Provided, That no part of this or any other meee shall be used to pay 
for time and space for advertising the savings-bond program by press, radio, or 
television. 


DONATED ADVERTISING 


Mr. Kitsy. They do not spend a cent for advertising in the press, 
radio, or television. 

Mr. Ciarx. Not one penny. 

Senator Kirgore. How much did you spend before? 

Mr. Criarxk. We never did before. 

Senator Kitcore. So then you have no objection to leaving that 
proviso in? 

Mr. Ciark. We can see none. 

Senator Kitcore. At least the advertisers tell me that they are 
glad to give time to you people provided that you provide the neces- 
sary copy. So your advertising cost is preparation of copy and pro- 
gram planning rather than actually paying for time and space? 

Mr. Crark. That is right. 

Senator Kitcore. You get a lot of time and space that way, more 
than if you were to buy it? 

Mr. Crarx. Definitely, many times. 

Senator Kitcorr. Do you have any idea how much donated time 
and space you have by divisions, say, television, radio, and some on 
movie and a lot in the papers? 

Mr. Cuark. Yes. You want the donated space? 

Senator Kricorer. Of course I realize, taking this newspaper adver- 
tising, shall we say, that they will carry it with a newspaper advertise- 
ment, a boost for bond sales which cost you nothing for which you 
would have to pay a pretty good space rate to get it. While it is only 
a part of their advertisement you are getting good advertising. 

Mr. Crark. Excellent. 

Senator Kitrcorr. The same thing applies to radio and television? 

Mr. CrarKk. Here are the actual figures for 1951. The total for 
contributed advertising was $51 million. Radio, $24 million, tele- 
vision, $2 million, newspaper, $9 million, periodicals—that is the 
magazines—$12 million, and outdoor advertising, $4 million. 


COST OF PROGRAMING 


Senator Krrgorr. How much did that cost us in the way of, shall 
we say, writing and program planning to get that amount of advertis- 
ing? 
Mr. Crark. For 1951? 

Senator Kitcore. I am talking about 1951. 

Mr. Crark. For the preparation. of this material and the buying 
of mats, plates, posters, radio transcriptions, television slides, and 
the other incidentals it was $421,000. 

Senator Kircorn. Any questions, Senator Ecton? 

Senator Ecron. You spent $421,000 and got $51 million worth of 
free advertising? 

Mr. Cuark. Yes. 

Senator Ecron. A pretty good investment? 

Mr. Crarx. Thank you. 
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Senator Ecron. I think it might be well if you just went ahead 
with your charts there that you have, Mr. Clark. : 

Mr. Crark. All right, I am going to ask Mr. Predmore, who is 
Director of our Sales Division, to make this presentation. 


SALES PROMOTION PROGRAM 


Mr. Prepmorg. Senator Ecton, I will be very brief with this presen- 
tation. I would like to make just a couple of statements first before 
I take up the charts. The reason for our continuing to sell bonds is 
that it is an important part of the Treasury’s debt management pro- 
gram. In times like this it is a positive anti-inflationary force, At 
all times it gives their people a sense of participation and a sense of 
responsibility for the Government and of course it builds savings and 
promotes habits of thrift. 

Now for the fiscal year 1953 we are trying to do two things, we are 
trying to greatly increase the number of people that are buying bonds 
regularly and systematically according to some plan or program. We 
are going to try to encourage the established buyers of bonds who 
have arene maturing bonds to hold on to them for that second 10-year 
period. 

Now the first chart (see chart A, p. 251) our goal for 1953 is to have 
14,500,000 persons buying defense bonds on regular purchase plans. 

Next is the payroll savings plan (see chart B, p. 251) we hope to have 
by June 30, 1953, 11,000,000 persons signed up for payroll purchases 
where they work. As of January 1, 1952, we had 6.5 million, which 
represents an increase of 1.5 million during the calendar year 1951. 
We started 1951 with approximately 5 million on payroll savings, and 
we ended the year with about 6.5 million on payroll savings. 

By June 30, 1953, we hope to have 11 million on payroll savings. 
Then in the community market you mentioned before (see chart C, 
p. 252) the bond-a-month plan, we believe we have around 400,000 in 
the bond-a-month. We hope to have by June 1953, 1.5 million. That 
is the automatic plan where a person can authorize his bank to charge 
his checking account each month for the bond of the size he wants 
and have the bond issued and delivered to him. 

Next, the farm market (see chart D, p. 252); we believe we have 
around 600,000 farmers purchasing regularly now, and by June 1953, 
we hope to have around 2 million farm operators purchasing. We have 
a new plan, new suggestion for them. We think that they should buy 
in defense bonds each year an amount equivalent to the depreciation 
on their tractor and other mechanized equipment, which depreciates 
probably at the rate of 10 percent a year. We are finding ready 
acceptance by farmers of that plan. It remains for us to get the 
story across to them. We think it is a very sound and very appealing 
program from the farmers’ standpoint. 

Our second objective, as I mentioned, is to sell this automatic 
extension plan to holders of series E bonds (see chart E, p. 253). Itis 
new and has a vast potential because over the next 5 years $21.5 
billion of series E bonds mature. To the extent that we can inform 
those people that they have the privilege of holding them another 10 
years we have saved ourselves the additional expense of issue and 
redemption of bonds. 

This chart covers the 1.1 billion of series E bonds that came due in 
the calendar year 1951, May 1 through December 31 (see chart F, 


Senate 2 


Lim 34 


ig > | rem s =-so -: 
























249 


p. 253). As of December 31 only 249 million, or 23 percent, had been 
presented for redemption, but Mr. Kilby points out to us that there 
are a number of bonds in process that we do not have included there 
and that we must not be misled by this figure because I think we will 
be doing well if we can induce 60 percent of the people to hold their 
bonds as Mr. Kilby talked about because we must remember we have 
additional millions of people having bonds maturing this year; the 
maturities are greater than they have been. However, we are some- 
what encouraged by that figure. 

Now of the $57.7 billion outstanding in series E, F, and G bonds, 
individuals own $48.9, banks $1.8, insurance companies and savings 
banks $1.5, and all others $5.5. (See chart G, p. 254.) 

Senator Kingore. So that as against all holdings what percentage 
do individuals own? I think that is of very vital importance. 

Mr. Prepmore. I do not have the percentage here. 

Senator Kincorn. Could you supply that for the record at this 
point? 

Mr. PrepmMorn. We would be glad to. 

Senator Kitrcorr. What is the percentage and dollar value of the 
individual holdings? 

Mr. Kixsy. Is that of the whole debt? 

Senator Kircore. These figures he has up here. 

Mr. KitBy. The table I am giving gives the figure for the total debt. 

Senator Kirgorn. The vast majority of this is in individual holdings. 

Mr. PrepmMore. We will be glad to supply that percentage figure. 

Senator Kixcore. It is rather important, in my humble opinion, 
in determining the stability of our economy in this country. 

Mr. Prepmore. I think that is a very good point. 
(The information referred to is as follows:) 


Of the $57.7 billion outstanding in series E, F, and G savings bonds, individuals 
own $48.9 billion, or 85 percent. 
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DENOMINATION OF BONDS 


Mr. Prepmore. Of that $57.7, $34.7 was in E bonds and 41 percent 
of all consumer spending units held some E bonds (see chart H, p. 254). 
The amazing thing to us is that the income group up to $1,000 has 
19 percent, the income group from $1,000 to $3,000, 31 percent, 
$3,000 to $5,000, 47; $5,000 and over 66 percent. 

Now this one (see chart I, p. 255), the important thing on this chart 
is that bottom division of it, it shows the number of pieces in millions 
of the various denominations in bonds we have sold for 1949, 1950, and 
1951. You will see, for instance, in 1950 we sold a little less than 40 
million pieces of $25 bonds, whereas in 1951 we sold around 45 million 
pieces of $25 bonds, which is a direct reflection of our payroll savings 
gain during the calendar 1951. 

Senator Kitgore. And incidentally a direct reflection of partici- 
pation of the small-wage earner in the purchase of bonds. 

Mr. Prepmore. That is correct. 

Senator Kingorer. Which is an additional security for his old age. 

Mr. Prepmore. That is correct, sir. 

This chart (see chart J, p. 255) simply shows the dollar volume of 
E bonds outstanding on December 31, 1941, through 1951 and reached 
the peak December 31, 1951, of 34.7 billion in E bonds. 


HELD 
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COST OF SALES PROMOTION AS RELATED TO PERCENT OF SALES 


Now here is a chart (see chart K, p. 256), Mr. Chairman, in which we 
take pride, and we hope with justification. Those vertical bars repre- 
sent the cost of sales promotion for the bond program expressed as a 
percent of sales. If you notice, on the left-hand side during the. 
World War II years, 1942 to 1945, our sales promotion was one- 
twelfth of 1 percent. Our sales promotion for 1953 will still be one- 
twelfth of 1 percent in spite of the fact that we have increased costs in 
personnel and facilities. We do not have the patriotic fervor that 
characterized the World War II buying, and we are now having to 
tap current income to get sales because we do not have accumulated 
savings that people had during the war -years and immediately 
thereafter. 

PERSONNEL STRENGTH 


Also I should mention down at the bottom of the chart our average 
number of paid employees. During the war years it was an average 
of 1,800, and it actually hit a peak in 1 year of 2,200. In 1952 it is 
644 and for 1953, 619; that is in the promotional side, not counting 
the warehousing facilities that Mr. McDonald spoke to you about. 

That concludes our charts and is a very brief glimpse of our proposed 
1953 program. I thank you very much, and f will be glad to answer 
any questions. 

Senator Kiicore. Is there anything else? 

Mr. Crark. I would like to insert a brief statement in the record 
showing our sales and redemption picture for January 1952. 

(The statement referred to is as follows:) 


Series E—Janvary 1952 Sates AND REDEMPTION 


Sales and redemptions during January 

Cash sales of E bonds during January 1952 amounted to $364 million, topping 
the same month a year ago by 6 percent. The gain reflects the shafp rise during 
recent months in the number of people enrolled in payroll savings and other 
regular defense bond savings plans. 

Total series E redemptions during January were $406 million, 9 percent less than 
in January 1951. Retirements of matured bonds, amounting to $94 million, are 
included in the January 1952 total. 


Renewal sales— Retention of matured E bonds 


It would appear we have been quite successful so far in encouraging owners of 
maturing E bonds to hold their bonds beyond maturity. The record shows that 
many of the people are accepting the Government's offer of extension. 

From May 1, when E bonds started to mature, through the month of January 
1952, $1,624,000,000 came due and only $343,000,000, or 21 percent, had been 
redeemed by the end of January. Renewals on January 31, 1952, were $1,- 
281,000,000, or 79 percent of the amount that had come due up to that time. 


Series E unit sales 

During January, 7,257,000 separate pieces of E bonds were sold, the largest 
number for any January in 6 years, and an increase of 27 percent over January a 
year ago. 
. The $25 and $50 sales totalled €,143,000 pieces, an increase of 33 percent over 
the same month last year. 

A total of 772,000 pieces of $100 bonds sold in January was 7 percent more than 
January, 1951. The increase for the $200 denomination was 1 percent. 

Compared with January a year ago, sales of the other two denominations were 
off—1 percent for the $500 size and 12 percent for the $1,000 bonds. 
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COMMUNITY MARKET 
To have 1,500,000 persons 


Signed up on regular purchase 


Bond-a-Month plans. 
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Cuart E 


THE SECOND SALES FRONT 
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Cuart G 
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Cuart I 
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Mr. Criarx. Also, you spoke of increased stamp sales, that is just 
a reflection of greater interest. You see, the stamps are generally 
bought by the school children. 

Senator Kiucore. I know. 

Mr. CuiarKk. We have just added almost 5,000 more schools in the 
last 4 months which are participating in the thrift campaign, and that, 
I think, accounts for it. 

Senator Kingorr. We have been going into the question with other 
agencies here on the question of, shall we say, using these cardboard 
things in lieu of money orders, checks and things. at effect do you 
think that would have were we to try to use that same thing on bonds 
for punch-card machines? I will ask both of you that question. 

Mr. Crarx. I would not be able to answer that. 


SUITABILITY OF PUNCH-CARD BONDS 


Mr. Kiisy. My answer would be that we did experiment with a 
punch-card bond in paying the Armed Forces leave bonds. There 
were about 10 million members of the armed services that were entitled 
to pay for accumulated leave. That was taken care of by the Armed 
Forces Leave Act. We actually issued punch-card bonds and paid 
off something over $2 billion to over 10 million veterans. The opera- 
tion was an extremely interesting one. I hesitate to say whether it 
would be feasible to use that sort of bond on this kind of program where 
you are selling some 60 or 70 million bonds a year as against this trial 
run of 10 million. 

Senator Kitcorr. My thought is this, and it was suggested to me 
by some members of the staff that it would probably be cheaper than 
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getting a good grade of paper. The cumbersomeness of handling 
cardboard, I think, might be distasteful. I am wondering what 
you think about it. 

Senator Ecron. May I interpose at that point that you have another 
very serious objection to them in regard to safety-deposit boxes. 
Most of these banks are unable to provide safety-deposit boxes, and 
if you have these thicker bonds, a pasteboard would be at least 
three or four times as thick as the bonds you issue now, and you just 
would not have room in these safety-deposit vaults around the country. 

After people began buying bonds, why, they all came into the banks 
and wanted deposit boxes, whereas before very few ever used them. 
Out West, for instance, in a lot of our country towns you just cannot 
get one of them, it is because of these bonds. It seems to me if we 
had these thick pasteboard bonds it would make it’ much more 
complicated than it is. 

Senator Kineore. Incidentally, would it save any money if you 
used punch machines in issuing bonds? 

Mr. Kixisy. You will save very definitely in the initial cost. 

Senator Kitgore. The initial cost of the bonds? 

Mr. Kriipy. The bond itself costs about one-third as much as the 
engraved bond. 

Senator Kitcore. How about the handling, including redemption 
and everything else? 

Mr. Krusy. | think myself that it would prove to be a more expen- 
sive operation in the long run if it were fully mechanized. 

Senator Kitcgore. Do you not think also that the present bond 
stands an awful lot of hard treatment? 

Mr. Kitry. That is right. 

Senator Kirgore. The other would not stand it? 

Mr. Kixsy. That is right. I believe that our experience with the 
Armed Forces leave bond, which was a punch-card bond, was that 
we found that about 7% percent of the bonds were mutilated to the 
point where they would not pass through the machines. Those 
came back pretty fast. If a savings bond in punch-card form were 
to be held as these bonds are for an average of nearly 6 years, I am 
sure the wear and tear would be much greater. 

Senator Kiitgorr. Gentlemen, if there is anything else you want 
to put in, we will be glad to have it. If not, we want to thank you 
for your presentation. 

Did you have anything else, Senator Ecton? 

Senator Ectron. Nothing. 

Senator Kricore. Gentlemen? 

We will recess until 10:30 tomorrow morning. 

(Whereupon, at 4:45 p. m., Thursday, February 21, 1952, the 
subcommittee adjourned to reconvene at 10:30 a. m., Friday, February 
22, 1952.) 





